


Institutional Archive of the Naval Postgraduate School 





Calhoun: The NPS Institutional Archive 
DSpace Repository 


Theses and Dissertations 1. Thesis and Dissertation Collection, all items 


1986 


An analysis of unpriced actions under Basic 
Ordering agreements established by the 
Aviation Supply Office. 


Roark, Douglas Scott. 


http://ndl.handle.net/10945/21665 


Downloaded from NPS Archive: Calhoun 


: Calhoun is the Naval Postgraduate School's public access digital repository for 
/ (8 D U DLEY research materials and institutional publications created by the NPS community. 
«ist : Calhoun is named for Professor of Mathematics Guy K. Calhoun, NPS's first 





NY KNOX appointed — and published -- scholarly author. 

; | LIBRARY Dudley Knox Library / Naval Postgraduate School 

411 Dyer Road / 1 University Circle 
Monterey, California USA 93943 





http://www.nps.edu/library 


maaeadl 00 Hedshstl ® Nap A A PAL Me MEW Crabs oS ph Maha of FO <a CFE: PwPVINE Crigvtted F Hak Pad OT eo SGF Bef Faeee Pete eR eee ee ee ine eee ee wg Ln on 8 we Bm ON ae On ct dMShce se Feo 
ilar. Bf yite OE BREE Fa eR AV oS of doi 8 OREN A BEA SAR O cea eh Wied te Bo Haire) Me PRB hatte het thE 604 winder oat ata PULA By tess Mie PUK ARTE FeRd Mallen? Eo ten g tae Ra fh eh As Cu nat et Drees PME EE NEEL MD OE Fy FReh NEIL 1h FAN care rda Phat SAA ae ase ew 1d8 DA Sy 
Aah, CR Oa MDA Al td PP BD the Bo tek. ealee Dk 6F AE MAR SCO Dw ASD ALH a BOG Hadlat G R- Bassin nr Ate ey dy BLS apete alfand 9afe EK Phe ph Cla S. Hage Bua STATE pt OP adh WA Pre 0 Eobd Both RD bok It PE Lab Le cla 6 et eegh cern vedak FO 198 f8 She) Ah oh ME oer oh Cet ot ant stein gem Ber? 
: $A oh ALAF inte em hd DN mI AMG EAM wd U2 A olan) Path Mn Bo Oe Rauahiats Suk Aho dm KA OIh Fpthsats Bide Gok Pei Gyeds Sew § Ertl ve si heh ref Piet Pade 5 Gt Sate amie Pah Rita BE PN LEB AY Soe S fo VE TR Me hes PA Cees PR REL va ok eds EAT LNs toda HM NEP ee ee Pe i) toe a et a 
; - nel id 2° fe-Path avh, Leel #o Pe PAnpedbbe dle M onde Rpa> Odea ds Mh oh MeRe lb Ut MMe" Me tp apd Wae aNd y % ober ee PPT eerie te ak fat er ee Fina Petes 8 ret 
5 = a PR pears Moan pce FR POU 29 PRA Fa SD Bu Ly E- 14> 9B 








Hee a sV hah ath DAC AEs UA nl Ae bie ah E heed nds OE esiight % Stee Ann kp etaed! Fuad se siy ARETE seed thal afte adiad. von fat SOF Rady PEL Fe otrnadedeg Yh my Ru peb te Omak 2 an me. A al tet het Sais 2 Mh of Fe P 
en ee Atri Hast acted ARR pve KWo fl yan ts hae AREA AB AN Ho IS Dh IM Aad FA ek eet 2 eke Ate 20h 1" Mal Bote aN Fide Te Pata R ehetgnpetiss oh o4 whee phn Fn C10 Ae ae Ne Fete h TL Fete Fi MAST TAIe PFO Ee aor . ‘ i an 
fine been peep pperereranee e eb pene map gr RETR Re hare 7H Cou Bren eg tow slid called iba BOSD valk: By olin CMe hn Shela Penh ahs, bo Deke Lath? LOO Catia ho apie te wa fies And a a beats peek ere Or ehPD ELIT OLE. Pe Sa Fee fhe Th Dahl Fe (DADE S alr Pree be eae eee. Pr ae) 
pis aingryerty pre ae he ree elie SLA ree Ge rh, Heli vite SOF? BN 8 h9t Aho k- 2 OLB Ged a GEL nD FR ARP om FYN nes bath HER NOAA ALLA ATR RETR ED NA Bah BAO dam FY Ah date 
Ho Fo tcl ch AAA EA Arsene D th ie kotha Rn Ai ee eee seat REE DSR TR Gs Ral OE te oe PS bert Mie hots aw Ttafey Dam) ably fo Hat erupt wp ne Prt gh iM Ga Be DOF Te gel! CLAD ME ATA de hell fe : = . ’ 
- 3 oy je at nk Sha Pre MDM Sanw 0 Wefan Me EA Hard ca MPU CERO Yt Ne AE Maer Nahe Anh tte AF” on Fe Be WR ee on ROR E ELE ALIA LPS AR Ae sth Aha? gL apni a MS 8b AREY TA dy denier % 





= = oy 3 c, fn Rida Prentice Ped. Liarbte Pen 818 Rin er hwhna o Mud A Bs tat Pe et i ek EN te A Tt ee co Mle! Om, Ry 

aati pigeparelaaphiot is Wadd 58 W.cin dvds h Kalin state rey we ted aar Avs deAiets SLE BORL OY Oe! 9 Gollrreretnt emt MPA BWR Hd Pnline Pols om ohe LAE t oR. in bzgn indies ehede he Sal Aue y INP A Pele ON 0 IN Th nthe) ads ade a RENO ESTE ORD eM AOA at A MAT A eee tien eR RRR A A TLE TA Ane EA er manscaph Dh Ae WOM e — Pactag A lt Oo 0. Bey Ratt. yee . : 
Giks hom tamh te PANE ihe Poe eMaatig ui tinlA CONE y O56 Ohad My ial ala tiettel DF te Da Cav'nn & wine wie abe hs PuaSheOr © aM GAO. ln Mit foaled? oP lor dint lh fe Matin *\M, eterno tate, Ho pee todses vat. Map EA UL ted as Sead eI te Aeperk® | hehe Fh LR RP AR te A AED DAN ML 48 IR Oe OO A ODDS AAD TY A Deda BD a De athe Tce Ive RAH ve Peles 4am % a aictabiomas ~ OS Caaceconn pte eee en 
ria Lat he by eh ben mndtabh ya M AVON, 1 ONT MUO Ge Aelita web's Baral chat aE Dl drt Pl ASOD Ma Lei AI A p Darl Fe Hage ema GhY MeO We Pyaar. teed Binds 0 cla ede de Get SG Se Fee Fast he Oo Peay en dons FoF dere et HAGE NE OER A GhNN AM eA wed slode, Beh SHypwet A Aer ormasinMtio® Ev ale sd A Air re, Acta, rep mantioe rch hysgironoter wap hr- “eneeePeprte eto te anctiealieas, Nef tead Se hg DW 
= Seta Reh adhe? 0 ale, aoelan’: grates meee arte d Mees bP. Mrel seems IPOH Bd RAL Safe Pipi Fait Prod Dey 240 tee eM ARR Ce EE MD A Py Phen eh MACE TEM LY FFL ER Beh, mE MY AEM pc ee Aik AO, Peae VAS KAD ONS ART Aa wt OR yh th able 0 HN Byard RA AD Ae 4D AR BAD be ET lecheeatgthepcherersberth Mp doe Ra Mh) Ags Se ps Sane 
AD dh acta nde natn OA Load oO Ba Rann PIP ROPe AA ebe Bh fee Faded eRa wr he thes Pos ted wiped? Oe gales whake Vahoth te Od Prrera Sa hM Bey AUER OP DING TL Me OMS Fe PWNS Bid POPE Ale MMe bP caine war oth oR AD Cae yt tt ede DAM Sobre Ghat Pardes § areca cn om Chile eh om “h BARA gh at N ey Lobrarnenen reset Ae pa ener fe Or eae mew we OTD —— = O5 2 wR 
ts 2 OE PETE Dane BMT Oye VA as MAM AEP Ast 2 Add -§ DIM Ph AMM Pa PAA SE te Ly Tagg BOR Bvtiptnhic Av telieh mal DREN Tae eater ga pgm ier teehee postin ee nena vert 
‘ » > yt. FM Me Date ODO Eh here MEAS ®' 





Faknk sae aonch nen ere par onon Untdlarageepriepee panied 7c aiard Mn tepcroe a EVE APE AL DNAs pirat ew Oe 03 = . P es er } a " ty ‘ ‘ 
: 3 r aPaheels Ue dv kteh Fe dts Met exe Abn 0 mal GMAIL ir, Ci I he A Malle Oe 00 F Pon Bp 4 he lnm ben BH hee te By Fem Eheds Pe NSS MD Bn Pattee ee Peg em Hu he RR te BS eRe Ds CAME QAM OEM IR te te APT do BEd Oh DAHON TS BSRLO ID FO Ayes ete ey ARAN Aol hme : Mn Anat d pete eatcqebretciys © wing Mes My Lett Ds het 
os * . RRR BM find ohn Ne ell LPNS Rl Moe ALAM Ate WHat AUET 0 in Dende atcha LGM FO LOK) o's do Ari = a tls His teatnrs, ot wet rie Worms MDE Is OFy be FR! Nae nt IN FOES am kg eet. ty RM ase n <u Bi gight Dower 4 RAUNT t= ee Sb oh ate fore amt Ret © Ne amen a Veer hotom, pers ee, Serere ait on wow ike {gett e ie . = 
Pregl tr P a Tithe war vd 9 Mie cine BBs Ae Ma red w-Dia it pit Bem Sh WA al aon et dn Bi YA Rat ony wna fe BPD e b= Fey Biel hl hom Pre Rind wetla ee SO ee ed Bo LENE Cdtias F VEIN tener ty Pe DA OR) co Bl ESATO IR AA DAP OAEPAF LK AA Aira a0 Pr Lh toed L0G 40 eld BREE TS Ay Devry OUMEE AL DEOMI EE 6 UMM ™ Rie A a: cage ere ret ath. WAT oh Oke hy Def ei Spy Miya oP glint 9 ipprtiy=he Petes, ip Deeela Tamra, = 
= ph teen! eA DRED Sp AML Pa BR eal Pa WANE a AAO EP PDO Mtrtor oh CLF FORA He 09 om YF Fa POV ANE? 9 00 RAE PR FI Ry AB A MATE Mite eR IN tb esther Cae SS oa in Rat A NDT ao Retes Aha an ane ten Qsmno bare Gate. Maes ne BN NES i ee ee aateeowrtet 
ee ee ee ee es ee ee eT ee Pecan Aging fen Regen 9 Fi aba iy Pre Perma Fle F9 AO Symen a: Oe ge PA ET OKT ES HO CAD Reb ei ee ee a il . pli Ga¥ ¥ 
pedal ote aneatard at Fa ncemeen mile vdpteN ireBam amid oR Oot inn trite eon? Laban tn GbNte tiie SAE SEMAN Oe PK SS wai Fa OY Faded 80d BARRO PVE AE Ot Pm Sain TS Seek 2a. rede 00] Pe A eee an wa mn fat = seit hile SYR ALR Delt ema en ee Aisle." Wab Ae ARE Ren eRe Torte 8 hey RNG SAMA LTT OT ett facials ta 8 Arras BR Ont Beatin Ne AMPS 
. 28 , eye ot atee = : Pe ws ain & mM Nal Om, fe VA Fact Metaltang eA ter Aare © me . a A = s I atin, 7 
if . ai ? ‘. . e PY rum ft Ate Lh AAD a ee NT Cor ve ee as ENE ak Se Vaan Too My Du ete oP ape Pad N AOA th Pet Sin ASP Meg Macchi ie DUM AS Py Bek fel SY & Ae : 

: A OS. petUT Oa we Fe OMe REALS Civ Pak ne TWh On” He ChB AN ah Mba DP UAD Rh Mae Y RAN MAZE tsV IV OO SOS ON Auf at Aare Nat Anda. ta rsh <6 See H Oa eta Hi ape Ey Npnrhn 
— ‘ 3 ¢ "a Aaa PelS.” Fete Takin es Ong MUS Cetintiwt aiyelr ME "Fat of B'S Sh Dati x ATs ST te Pd FID IORI ET OF en em BBs ACSA! OE ab OX ATA Pte Mare Se Mgak Fiat eS? DD BTML ID 0h 1D 1h Be teh AN TART Rey Te yeh wwe # met sephear Ae lh the AP MLA My Reeth 8 TIO Ya 80 aha ight Nes tem Ta cans ey ; ’ ete eS, cant 
fe po rE ee eee Risancdpeatyard aRatecadvtgmbah ac isamasndbar iis Wimaina ag hed Dnap bm Potyiat nthe eATm tested nbn Gots oautnaTa + thet — .pebeds Cet ® EKO ELD 0 pac bu te fA yam dr Oe APan Oa Reoelh ASD MUO ALS in DeUn Ss 00 Tiehat hoes an evacth ek mrgvase 8 auabd Pghtee = A ah lees SAT? AN OES HORM NOR owl Me & blows 

id “ 5 one we Bear gee ot PEO Doe TOP Cree HPA shes NE e then etwa Nh = Tee Seay er rete Sayed there at sling ad ge pr da Ch bead BH og = 
Pala e ot Pia be FOO OOM rd I ORAL © oe gr tale Ade he ARIS RAV eP DABS Amr a AWG OD, eet guste % = 

chet heHtagh wht Sus ath MAA a Hebel edit Mig toh nt Rabe rie Eth 2 Reeth alle M AI Bed obo Ror PD Lr te Tie sratad MOA EH Facte bare RPiE ete NeProvicctuaering © a toeeFag re wrt Pr ae Tere Ce ee De reha, Be GA Pat dh btn ee LER! The AR URE hed MAMMA MP & Sake Sed oh, 44 PRA Re Fate we PRE Aa oh BAA fy By Oe teRey?y APR ppp gy tet sea yems- se “ok Tr. Rath Cae Oe, &, he Apeaomnt Sew 
aren OP iranian mye eo Rb R eee Tal lI» LEA GigE eed «Pang tre atl FO Lond m Peak Pete Hm gn tine MA Octet Me Legh ict ha Bel nh Ma PPh het OF LAR BP ts Oth te mf Ratt ORAM Cee OL 00 the to. Sy irapra EER A Rah Ah 000 Te IR ROK SO COA ALI CALE Oy Ub Bw AEM Oe ee AAA? PADUA Pith yale Pa ENT ty be page sigs apart <n arta vie Ape tee tte ater) Mon tO hat An My Renetate enlarges Soke’ 
ae Ean pe Pes VEAP AAs AAP ot Rn oF) OM RIED Madde ar S 10h oo haveers het AMAA TAR: NIN PAR partite pint-v-e: Saipan ainaertnet et Te att Sin ea 1 ig Raina eg Nesta Ale Crt Solow Kafana a NORE © 


Oe He Ma talaga nM ete Caihena Da P tote Pt Cagtige eet yee Matin ie Rntnsha Mp aeln t-PA AL Ds Bank® try SecA de Bl Peek Farin ePeSaten Ki nhedntubstt sa Pedind ap ) , men 
. = . * Qa ht of Parke OIE RR Je fuse la EN yt Os of ey PROM PL Pe Ree sem 

Pe ee en ee wn Hada os Pat P ao 0 HED OOEO RE hee! 5 oie ut? Le tem Timp Wad Pm satin pte netics oe tutti“ arog jitheRetabaeara eh daP Net? (tn ASON Ee ae wd Osis Stag UME o} 
~ se oer Chr Pv Pin Mn eeliie te Fam Wn. Rathicttcnsy lao Mis tt Howden alt” Eo 6 OD ee Kaho Baten gla Ee. Mee met ante hina bnth SE goes Sh 8 alh Dele Betephe pu wath OaPhye yom: | Pak AY tun seg OF ERM aeons chute 5 OA PA ASSO Lo CRRLTSN  Eal) kee ees ee! Kasse Yelle 18 ok Dat . i 3 i : : 
agptienah ee eras ot eae Ag tad dre RR Myst swsnal oR adn fee i AN mea nk yOn Bmp ted Ven A8 hig t Be ee ee ee ee ee o= Odes ted thee ee CMa Oe Atte sye eth sad ond) a PR Meth oh fore ett Paes ah chek 04 es Shy Ge Made AD FR MB oD we CRS Ft Oe RE eye ob FE Shy AY Ae aretet ode’ ote ays oh ae ne Dlev whet, ees Ye lle AA tet fy) AM, De wll 
Sienanatcie seen te ae gap cohen a tea ae eae tain ee ee RE ag ett aE ae Ra eA Lt OD cas een sg Mie Ree ge HE RN, saa OA AaRTA NE Cem Ls ee Net RG Oe NN 
“ia b2 i ¢ . f= ae oath 0 vd oa val an wi Antti se Ne feat = ty atinde #62 Whe Fe AR A OR Pa al 01 tanto mAh atte A ie Metae Wa Py ies es eh es ie es ee ee ame, ¢ Le iis tad ‘ 7 > = . ; 7 meet 
fA, Semseatiad morulae rey Tw Be eG ToT e Ale iL PoP Males A ot OS Aion Tre Rretng he dnl Bola a0 i haat Cater PE me WEA Pe TB FP tale Meindmint sen © vee Pa BUR oe LRU T ee ty mTOR DA Rebs ene FU Fe FRA bm Sag fe EeEN NEL) 00 Vysb ae ACE Seem Se Wt SS es Pi DH oP th) te ies , RAKS An ee 55 anche ede a: = i het ppt Fy fe a PE eo ean ninRy 

sitenrigatetar oe Aad ane aca Ment i ONIN eats Al nt Da P © hy R Ln are HQ Mart A ohagh. Ofna 13.55 ER DIG AONE om H oP m Creve Bd Be Bren KA Geka Cmte Ro TOT PoP Ve ORT E AR Oe a sevice MAK Teh Marg re Mede drat Faad Pate Fe AMaLERSS Die yee Cadet More! on Nay sbad “het hel Ro LEAS Se gt on Pe LAUT HM Mw eS. Peete * a . “i 4 sapserpietienth: rays rae 
i — meets PE Rome phate rap ema Gr me9 Seah plea ao read OO Mog DD Dad <P MSG Bad oP mtg ® fart free Dh tte Oe Mmte ie 00 850d? DP fe & bafta Sreetatie DTK Deh: Math shah A Pee OO LA ee OC Fee bm Jo? oh4e Wer orn, wi PRET Pe he gh FA UN IEe Eyal ate Rabe hart ye, Wee Eo al Lengewwe Lite oad Es hts Pha Were re tls ven aa 
odtigher grat beta oN ate that Tei Reh Pte lta dE part he De DOS GEO fee OSD a taal WOOTEN EO Ret turned Rub btvetrin Bt Foote AEP gm iB rab imate dIN Fe Naot NS fo ONE of MLCT YS eo tie Meee) IRAE AES Mew LA Da Deseh see Whats a VELUEAITONM Noles LEE Now Be cotetés oot Recast Cte Rtielid he I Ratner hea’ Bon Weihaare Ter, osti“y Sretint, Deana Anse Nee EU I 7 = 
Fonte ex ea aaa ea BaP RA marie ere! Bitalie Pees Les Myce o4Ie A 8 be 25 Fegan Pell Pn Bera ate 9A PaINA Sek nee Breet gf i PP? Mam erie OPEL BPs Ww Be 8 Fete E me Pel dase wet Barut sed No @ | Fed IRE nn de BA Beet OS Rg SRI TE Pt ey epee ere a he ae aD ele a AS = 
iets ps rps eS BOY Praliy Seta areca BMF DEE IAB Feel a? (abe Soeitee D- B 8 Baba t DL PAP KP fee tradee thes fs Bak Pri * Lie Ob F00w rE eRe en elaWh Vee Po. Sage rey Se et ST ee ee 7 ee ate ek KOM en eays erarery A EDP tite hesFan Leta SS awe 
ie empath owt Larios ore Re ta tin ted IAM gS oe Np hate OPIS Cn Meta Tat I Pach af ISD Bate eh abu ee Ou APet eh fet deta Howe’ wht ee MS ase de® ed SOME = eendite BIG atatt eee eee Te ee) 2) eet ee ae ae ce Net FRE tence 9 Aah et 12 MALY" vio ™ 
Lire z ee rs oni Ae a agll a GaMrasiod tah i ataM ety RRs OPN beh. SrhegeT ee eaten ILE 9 61 bla Pa 0 MnP ttm te Pigs whit 89, 06 Leet fn tae BONING tte GP te. ELS eB fee FACIE PWT 8 Cee ah 75 _aply EA a ti bd rm FEM Ge A a P BF Be Oe MONS AA SaT® LURE godt Fen FES Fowion Stnde haovehev dase whee Mstyt Bos Ree wu wow 
etrl sn NP a Pnahines? afi ee Beton RE A gee MnP” BPM PA SON Fe MET Bal Bn itrite Be AS NAM CBRE EA Breet Fat teh 8 agin Bete Pinas Qe Se Fee eM ware on dh Fas MAN Te Bren Onst se OS BA enedh FLO. otro WN ie Da FB KOS we on Mat Ab ty OF we Bh ecataenythan UA Mane Be OR RA mo Tats Wek ee” bot “ = s 5 = petal 
ett sh Synge te SIR AFOA 6 aaa Eee dR Ta ees Suh 8 , Ree Rgte= ARNE etre te Antares ode Gem nT. WA, Satan torn Re (hoo. Rann 


2 Farr acittcOS eta afin Bn Nath? Pah, Merde hn th et LP? aS TREO OGD oy BO Rl Bh DT shy inland om Eileen bo bm hd Moe Cand Sadat eh re 
_ « = on - Tr. ; - ~ - - heft F team eur -) 
Leta! ste ond a OO rhe 1s St es mroweken wereld ree ube % ‘ 


one TR At er te? wot Anion Od Nal tate ECan O~ RMbneyynh ee, 


ee ee imap eal ne ina epider ae tn change nar O . ig Weric eI  ab nate Pa elte” Prom aloe ee Fal = BF, 0% a ee ee ee el Oo ; 
Spe cyciunamipdertie Sabege Woatip-ep Sitar aft Beaty A tO ga se fet PEL A I pa abe Padeant A IM Reet he 0 fad SRS Bn ye Fe a he OR fo th ote oy th TRE Oe Fe & Oy.ahde En Mew Beak 44 oe 8 ee eT ee eee ee ee ie ea LARD aA ae a Ne FUN ten Palit + ax tondirteetpalbed “~ = phd iain 
pea cep Pati Bact ee ee Rep peeeay ype dete Ral» elt a bedadaeine aie binteplin te ethan EnSelntnsOe oe Mgt ces =o MM Feed 1 wate St DP tg Re he ay eR hn fe Ee OV me Qeatneihte Oe OR guns SE Petes AB ingn dba es ~ ein eb atten of su St aD 2 reise eset Fed ee A ees BOG 8 he ty tah Hap Th ay et Fhage beat a ey be i AC enttadt a gi “ Sa ion a Cheeta, Page 2S tn tate Ao 
preset rate aitaxt Pie geret een — a ies BS the Pra: enaitod Pog 9 0 Ret 2G Aha, 9a tie Sy Aariote: Fa tee hm thn eleetiam 6 mwatn le AY ie. “AnD B a eefel Cyn Fm ha den ghee ne TKOR Kh Ba taal A Mgt PEE wt fa ba Meee APM IAAL I meee Bn fed IFA IR NE de ee INTE ANT toes of ~ an? Shar PROMS WA ATIRG A ASIEN tats PS et RO Se Beer onan trian ener sea tate pi pe <A, relive Pe. patna the Gu ed : 
pipe tetra ti ties ena aerts eet Rei ie tanh ell Seraosteghepy a eens eA wind BT cr etemile” Me ah ifer Aue Fe foriadtar NP meas se 4 Fame oF AO Fh Meee a TER AE SLA te et A ta ee tee Sh Se Jeadli vitae, vat fe ame oe RAE EMRO SY aR ak de Dave WN A ee ew tere cecoa Sie as i aly teen! oS eae eer SO ta eae A tem eet Bye 
st LDU lag eR an gee “mea das aieeengs hgmatepatnc alin peah-tivalinas Me PGES 0% a Retn * 1 Agitation it fakyyn rf AO & © on todnt PORE BaP ed rel: ote be Fat tml an Mat hte Opn ds Fed Neen Pe = ee a Ge ee Peter SR db Me fa "Nh, Men eae TUMEUR AL: TR RTE heehee MRA AIRS er ee | oy anes Sesh er oe le alah ths ins hat ae a od = » pete ad gpk seniaa dD gheaen 7 ia antennae? 
Fa ore Acba ae tune Xe arene oats Phage pipes ese Hes MOE tinkering at” B glaed Sint toad e mame Bahia EGS G Met Keim mere 9 rere h Manat OP te 8 oN FoR SUO BD 6 PR aedh eR OS Siento ane Bede Pug e0and = Maeda Lerh | AMM teN be LONE Ae rane IR athe eRe TEs eR 4 STH ARAB A= te Aer “RON fuerte fees: erties bei fdpeaiet oo prin hea SL Get A hy Ole Te 
LS ermee- als ad ppm ih ib-apessod tips tee at el me aoe ay rh meted yen Seca Nett? Apa nD Tend Fat tig? = a ntatlee By Cafted® Fade ory an Feres FF Se te Re ele ee FRR By COIS A Fate crew dren Fi Ph Ph me Mek se do PT ee ere aan ee et ee ea A. 3 we siesta Tm te he tee & pl at dirt apne RA eee Bae WA, Sle eg 
2 ae pipet eden ei ti aE LIE RAEE we raced gird phy ase meee Pd Pel Pact F Sadwe nw ey A dentable et te take 80 te He ous 8 ae Fe Rd wt eet ER ad oF My eee BRA a iaten be Mh ty mente oFbreat Gaasate 2 sees Seem Oe ms “Mee = we Pigee Me GN Ags ee hy as <ait Cat ale betaha wet Oa ee et tml Stina tel pat tar Ee, =i te pment aa Se oe 
jSiibaa ieee phir ee ce in aaah la at Pedal Bef te antl ete Salta TK s Ae Pete PI Sh iaeadat ee ted Fete Pn faut bet af © gests Lo Me Pe rere AR oe CER A Pam od BOP oh re Me en PA i ER re ee te TTL nt Sigs of Basen Mite a amt osu A fq Se ye 8 Sty WE fore r ted SUAS Aw ApLTT & Vr ey Re YD ee a - ae ae ae pp eae permet se eae 
ett ae? iP yes = pep ered rakiatsanate Re ilia Seni, al = Get ede, wt Mi Ah Mata ins Me oe ant a re aeenl aR df te ENA me gt Pt a terns fe A P= 1d Sow WIN MeN eee OSE me Aen Be A eure on FEARS! ERNE tae Cede ee No: OF Te eee FS heal! SPR Op greece kad ee ee ee cen Bae ee rena yeast: Metete Se RA Se* 
atl aida hPnat wi Brit ash he rey he SP ers Min Sig Shall ofan P-L 0. Oe ee AA PA BETN Ke ty ne GM aomeeeed vee Famers ted Phe F ot datidat me So te ete es boom NeetS ba dhacs wdereAun sa") few of cea MN atyt Dm wets Fl aFeene o 8 Me obey Layee ON SON DARDS An: 0 TEL SS Mey = SA NAT Che And ee eS Oe ERR etigte Gan STN a = apt n tn tba Bnetn Aan? Sue Norte 
Pe nhieu eee F ps Yue "aAntiex Bae ete yf wh Pot an Punt DeFeet Pa Fates oP Is Don, B aPrct od HF AE ade 8 ee EF Fatale ad! oe gue PAUP Fe ee LI A OS EL eee oN Rem NeeD Hen dt Veet Teed FG Nene Sune Denstere * AUS 8 oe ht ON PU Rete Sa ereceNee = Aiptintind ty 8 he edt phe Se egyance Sg eng a ee 3 
er tigen’, Amana daApAmiict, Rese Pole? af. eee eryey Sie iree gas Ot SEO ee Fe Ave eK arsPar lias sye Were’ RP netfee vecen tee “he © ve Mt Oy eden Pee teh da th SMe antes oF thet erMtem Fide & Xe Seent An SR Be Ue teed Rot Ceres VAD Va RR OAT ape se NA A Pee ete ec tee pre net ak Sn 8 Sea bhi frites Saraeed nies To eas, tates eS Seen 
Cvlenioatatl aPiiponate. oer ty So sara és = Ee <a Sitiog IPs Peta VAL OE? Oe Te at Bet Neg eer 6 ret te eel tht TO “pete Bee teneh Set a ot O e F Poe 8 Ad Poder Rane FR a AO CHORIN PEL 08 08 an ARN oF tee a ee a PAM AE Let WN ey Ok Peyton? Mee? wt Baits ied a ak Zee a eae SS Pe 
eae eee ee eS Oe Ra el min Heh Mn = Sets TF ertoge f LP CMB Dat at EGO O IEP E teh GF dine Forde om ws Pete SR te Fe wont fit f= thc R Jy Fi Anh ae eek shew @ Cie ee, er ee er res Oe h. Peed ae ig Rh BAAR Maan atin He tet Te VES we Mee tela eH FCA AE are epee: irpeneg ewer nar waar ne ee ro 
Paap eo teat A at ow Pee Sta hn SOD al ott PoP chit eRe 0 Fh IT 2H fame =A NAD otinarn Res = ee othe f tee tame nw A A Ah BU ep eure eee ae ee ee Wve enh t* winge cote Dteat Bsos th 4 90 tale FIP PN ~% Murtat et lms <e oe atte VA aedaw YOR WOW, Om tA D te cya Tweet Le ln ted om pe = ire NE STO? 4 =U aA 
ance cade nag) cee eea ee Oo Pathes baa ae EE pat OT Em Patna A AP Ny Rao = hen ee etotin Od: ole Fue "RS atteh Pe US at AT ont aaa Ae te? MR! ae eetis Me “oat Met Awe Stat Fete 4a ce th Wirt ett ea tie Dudend Reese. Pane fee Pfeay 28 Su tt! tsb Aisin err Ney en EL Se oe Sot td er Py, a “a a see “n —s ee pea = pare ag tek et Cn ae tt 
eH Sinai oe ne ae eae = re ae See vied: Wnt 1b a Mette Fhe = = Pate es athugee HOF € taf « PA HA offs 20 Pudge & Fl at @ Ce ts ee a ea > me APT Me et yet On AE & Fot® WA Sy Meet Awe Exess fi A ee te Bats 8 Se KN 8 A ate 2 oad oO I ae FA apts te Ry aa A Aig, We MEAE aks ae te eyes Tortie be - cae : — - ee et Oe nea % 
ae ee wegtet Vg tnling Veg ne Mettertn Peta He of ghana! get Pn 8 Ge Oa gin tse @ tt One“? Let ntert teat oa Met festetel meer gw eet Pel at ate ty mn Thee ERI & OA SD TS OnE FL RRA es Oded Soe re Fede aw ST Re teones eet PSE TON cannes CP of otek Mins Pe at Fetes lhe Awe Sw Apa i 9 Re Ge er _Wietes A“teve So ee ome = Pare es eee eae Syn 74 
Fatace a, a PAO SE Pe ER a Nade lett AP aN.taletet —intete ie f aft ~ @ %Aar.= a i er he ee ee Do pgths Me Fe Oe MAR dt oe fe meee ae ROO bide OS RIN Re ob net gt cet SAS wR ARMAL ER Tene Son a per ee eee = 97> wre . ae a aN “Artete WS sae serenes Ae ree Br ye 
irae if REE etki Fagan ee ee ee Baus fereeeta | ES pera Satan ate % RL ate th fet mtd petnce UM fon «16 ake . t Pate et = we ele gS dk A Pe them ey oe 8 ak RPS Tee be ree 1 EY Pe oy wre & Perc ee Nath We RR eat Nhe ewe Klcmherty Nath mnt Nake 8 = Cera eA =e gers IG _ atid 
ER pas ae ae = sleacens - ="s afin reper as s eeeveie-mrelctie-sidiead S arsiersec nant taf tality = Vek =Po tte tenho e ea He PRD Fete PIs Fa 8 are e oe ee Pe ee eee er ee = Aer e a e f test 8 Me NT ARSE St whe ese 8 eR A “one ” 1 HK Miren vend ne oe ee Ve a ane ee a + Ar <2 
see So im tedrs : on Spt gan rg Quire aa hee ameter + BS ot oh OO Ot Be = ee” Bi Meeteds tye fF * falasernsefa tum = ree Lge EL Oe ese Be UM Le eee eee ee et eae oe Pee tee SAR yee ot Be Nee fh OME ~e me = ob} we weet ed Sad : ae ee i ad ww +e za Sateen 7 ae 
pe Rania utp nt gg ace naa viet Rete once, wt a Bf Pict Mak Be LMP ate 2 HAYS wOtm Sole FE Ce ot thon a ae ee) Tae ee Ys Pe nay te BP ARS Dime Dee Pooh a tafe €  btet ase 2atted that Curent otek ON U8 ret OOF A Abe ee ek et Pal ett bs Bleeping — oa Sos Nee iene ee ae _- prin 
J tah Rate Pause tia tate i w-pas oa ompiyde iris Sead set ae Pe airs bo oad a as ee da a ee a cawet Atated. NON Ee a Pa Maines te eet tn Sptpatay FARRAR eG aed “Fe ok. todrens® AES” 8 te en Fe Ne Brey te ae Fer eA es eit ay ety, pees aie » gh - as peaty <a paar te ae Latte tthe ote T= othe Rhee hn sony = 
Er EE Lie i NE I eps EP rire Wille ASE Ane ee Vtg PMOL atataDite! FI 2 FL me A Peer ge lt ee wee Fest Fogo 8 2 oe ae tee cake 0 at ARAL wpda tute Lees! 220 Ma ea BAH Noten cet bot Sent otk 51 ete ewe 8 MWB 8 Cat ett fo =” en Nee . ee Te Oe is Clee Se, Silo doe ce i (ert eee ie cece m 3 4S: cotae iii, an Fat atet we 
inte TW et eh tne Ream mn a we VON Satay. ec S cm Pedra Me wont Bathe ital erated trate OrSheto Ne SOP met fan Mee | Oe MOE Gf fer ew ote Hote TWN FS Ne Ae se he em ese ae en ee EO SR ekwcek eed tee Sete A Fk Ne OST MRM aay Pe SPA ene Pe eee = a = 
aid m. Se mil eae ake eee ee ris ‘ ar Dees OE Alen Foe OI ad gd Vain 00 06 ofr Be tie ty fue PNP eR pee Bet gp 9 oo =~ ot ete te Or ATS fF tea - "Ranede fee erie = TNE Be Me ode Oe UR ee we Fr RUA SE Net IT OLE wey etberswee 21 wt he ME ate atonal “ 2 te ow sa randy ‘ae Sate na a na Bt re Nery “aia 
SAA ta A ce aie Aas i ea enna: Sed — sal ame asia ate tsb gta? H- Dole 2 Ong he mit Vt tet oe eet He fue Perales & vom ve Pe eee a Pare ie ee aed are « DP atalino nc ge at OGRE aN meee! ork, sata Font CGPE ona) el waa Nee NeMene lee Nae Ber EN tt Fae Rite ey te. et tae te wate et EN im x er eeael, cet Tay phere ae are ee Se Sat te wet 
Rotate Bit = See ate nice ona pacer = ohmic iaeds See erie a laid ieeosins eae <0 featrdse oP tee ant Ff whteee ee oh of ean eet A a IE gh Sane Se athES Me CELINE eee de atedsn FTA NE 8M Soles ove eS Pe Sipges OO se eda aateaoths By Part Hee area io ae “sie re. wee > ee Teg Seem 8 er ge = aS 
- , Bes axel = waa era SP Fac tal ne Nm, 8 ‘e ~ ates we=o eee we te ET o fee oe . Pen ee, eee eee ms SAN wet de eae EN Ber Un eM ie tet gine Yoho N oo FONE eee me =¢ mas tia | ; ae = ek, ee mene oe See ad 
ete AP OF ens thee games gee ding le A aA OR Rm tate Oe aaa. Mtn as Y = Ao Pe ee el te ee Pan cos . A. ta, in Pe heet One a pte = rere Lol yee ee 8 PE ee at Cott etn tte Liban! fh PAA ore he ty May ten DB ated a 
sty lads jadicianc®, ature a auste ete Sp Fane apishi gine bMS aaeatrinAdas Side ofall Se eterna ke eta camen RE cee T Petes peo eee Lr Bak . Laas s Peeeei te deme A SRS a antae eee HS OO ron a ae en OS Rone® home mF Sab Aen Aaahe chee Skate = eA otis oo ue bere BN Dee TE pages ss 
en ty eat tN Se Re Ia ROP TOMO om 8.2.8 a at Prnsee @ cera a2 ane" A = ak at Gat ry eo: . — ra Pile aa tino bie es ae re oe ogee "Ac ae Fe ae aap Nena owe eeilge i hpee ty ty Pe ue Pe seas aes Sik ay ee. ven wpe VeeZE ie ohne ate 1 we mero ee 8 tate Pant" gh oreo “awe - ~ igs oe ips 
Peat ae eggs” eo Pee ae ae RE ata Oe eet FP More we gli tn X Safate wa & og® ery, Br year ee ee 2 ee re eae ape. ae Ce oN oe ant en ahs i AR Se weet 4 ee ” Ph gabe Sere eres % praatcs "2. party ae! a io sentra ae rargeeai auaee an & « =32e wet We 3 ON eR nag te ee eee he Suiasat ta byte ON Pe ator eer ae pea ~~ ~ _ apenas 
aah Naetate cat “ate etl Ewe ob nIa ete Sola A Pf HN aeefinhe "Fat Pnt we Fete Co Nf SN NOS | al aoe Pere Teast ge iatel ele sun area) ¢ereialie Sere ote, en arg te eee + ae OS cae puck ce w= mes Agen Ny chee n ate Giza Vor, A 8 stews ON EA Armee at yf MS cate = a aa ene : 
ae een ee eatin trata gtatiommarn Fr dig = Seat, cele of gute Mew ate wef ai ae FF 8 ef te ten we . Fr a ee 4 on see 4 it ced en oie SB BRR ORE eset. Stine wee Ga Se Tee | @ Wa AN tL ae seepne? eee ac vee “9m pe Te Wed tr Ow OF Narn * arte ~ rh ww Te aay Sorntacs Cee oy, ae -— 
PSO = Fs te CEs OOD Fie eS opting Va O* ate Mg pA VE ae Pa = 968% wht fe Oe -. «= fee Mien dou Ps ’ mo duet mF PF oe Ne te fo maar eo & ah ” a) S\ aa pec? Paes bes ce “fn Ath = a gt PLA af SUA eee Mote = F Retmhy A ee ee eee ee ee] wt = - we PRS 25 ee ee Sveune Are ~ te 
Peele laae i Aa oa ROA ra wee a A ee ne SE tie AO) a UF acta 8) ee ee ge me met wl - ‘ Pr cn ee 2 Rene fro! ve wad te ol DT TEC fen. GeUmbellscote © heehee nset, wh AINPEN SON IZED Bd Metre seh oe eaten 4 och al a Puce peed UR eee ee Metre oS me 
Pa Pal arte AeA Jin Oman a ty Veg? Pee ee TR eh Oe  aft= = 6 ig el ie oe ia -— = wm n,. wn weft ot at AE =o Kee wees - osu Pi Com = am, D sap her Sete ees Pe ee A ee Totne « 7H Oe ee ee ee yoy - 1¢@ aet tw an | = ete Rater Khe! = 6 Oe ey ten a) te = a = Fy mag gee Tease e — 
Sal tetimaneitel wight pets Fed y By Glade ye ghar Mee alte Se AS el ate wh oe as?, we Ce So  . nvre Preis = i! fe ae ee mel are [= ™ fe ati e ow "ay Omit = Mae 05 fey 2 Ra eee nw eh FADS ees te itl eseee oe + = weet ee, My soy My ae alt weet ote en = = ee tom Ree te Pe “ 
ipo pa ce chars * ae at ventiadiis-odetsnaiehe<dt-cientaatadtdadd dined tiie tiea! el om e Ld pews oa 6 40 8 8 ar Sd or ewe =o 5 . oer) eed | ee aS ee a Pe ee ek “ot we th “4 7. mk s =e Oe ete ee er aa aad a Sy b aa Road) ded ita ee es ~ As mn. aes ar or = ~— ate a See 
= ae Conaeal aibad retested — tt he em oe ee ee tah Stok Xm fur en a nL fa wh ote AH . f ome Oot tar * elie at Oe - Ce et dd a Be ban i Sey oe Bm. % ee Net we AN Os Ve mone 2» *% ne eae = toe me § .- an Pa % mt A es = a ae investos 
rath queen’ meal Cee ete Py See age oe EME oe ee eee ee ed © On ete we WO "oo = pfs om mor ep —enae pee ° = : ; a cae ate ena ? Pera arent user” rae = gato Abas | Mae vn @ a Mt ean oe peli nt ST patalnlas ka! Me <# 0c a eo . & emt = een ue. OC - wee 8% : - ae ae a a 
eal Le Oe A 0 oh a eee Me atetene am A ot " Of tw wt anne yet OF RR abear : - mh ta 3 we * Vad ee =e ma a eo acces € Ase s wn hek Be kameh SD She No be tute t Ve ws ar ANA Wy ™ -~ 18 ate ffl SUN Debs tar Rese Sy on oe 2 Seem C 
re ONT Re te ele tetiey at weave me att eM Om tate Pe he eR of Mme & 2. tae - wf os ate +0 te om ms wm e = . rots ory - - a on ~ F a8 - - a” or avin em er ew . poe et esd eres Sine ees Se eNee ode wn Aw » ¢ ited 
we alta tee aaah otamwme aParytnaaty o Fe am Wh 25° a we A ee ohne gente 8 et -* 8 _# . . é vwd fret 1m teeta wet Me z, “ a ee 4 -- or ee er Oe, i = hee mame Mise SS rae ped i at. Pewee ts aN eae ee ee Tere a ile 
APL eta te Mahe et ay Mm ob ateyt SE IRE ate int eran, OM PaM Base? ve to wid ’ wr" 5 Panne eame* , ‘ % CC MA @ r ” A Pa mets %» af *. a in aleeliety Om bat A MMR Oia! Mee a Ace ween oes iw = Stim him aye edtatat atl mue wt Rewr M e MW a 2=* == Sal lity 7 “el as - Bee a: & ete te = of seem be af 
RMP PR AM, ghee See CMe a fie en amen ee in ow atattat = pee Amp ae epee Pane eA are x é E a Pirie anaes - . pSaan = a aa - eae eer, © ode wha Tita muhgt eae ee es eG afse 06 Cue Pe ©) Poi OT hein calls hd ww oe eye Oe ee = aa ip Berh e ‘pie 
my tee Rar ating Or 6 Pitas fit PR a Bad OP NE Be toy ta dui Molt oe ee ee - =A F © or “ oe Mgmt aban Nw eee A wees eed e eft emt A Me ectenten Sf sm te 5 te A ees ” “ She Sera oa tee ee ee "Tea pe Gener Pag See eh 
weno titel whe at pat atellatetin Mate met Me ee Ny ther he FO = =. = Sm OF wet eet eed Pe ee ‘ liisie, i sence» A wen we - = Pe Se, en ee is “en Ane ot he = me = tele ' : Ce oe + Ne Peet ee ee Se SWAN “9 "a." © . 
ie ot Mf ane Salm oitety he amet mem AMwl Pee wae ates ee Fem Fern 4 Patt Ay . PN a © ~— pp.” oa an, ° r noe P ra Pats | , " fares = ° Yane Aw = ars ante witty hene to Celt SL aid tm gh SO a Se oa 5s ih, res ei tye) eae ems 
del hed Pe = Fe et oO OF Oa ee On ® Puente" =” aw te a pee oa Ne ™~™ * inp = = a ~ i“ a igs > = = ar a Kl pl wear pa iva as ae s = aan ae 2 wan nee - Lb te & wee va? rae . vw -— - _ a - - 7 ERS Same 
: oF aetna 9" he eee 9 Ameer har 0 ee fw ee eupo -se tL atmos fave o meen ” a s 4a ’ Ve se wed waeel , eae. A iawn Oe tap = Amat Th Oa ee a w= = is ee gy Se ree oe ie ee ptr sich ee 
ee a en ee ee ee ee ee il ay were oe ear ae = ~~ 0%, ae Pera: ~ por im mh oe Reel e 2 t sire Lg rude a aon *% ee %, on = * ee * ee . ~ - oe am rae a eat ae on = 
ee ee ae ee mets SO ee ee eB a mtg onde wee a me a= mo air eases puna ae cop - a 2 egret ay aoe : an aa mega “w ace es > Ape we ts oe Ome ~~ € os = = ot mm Re Se at, Meee we te sols" Maas 7 ee —= 
ne tomheatont ime ay Me ae Sey Oe ate eRe 8 ew oo war %ot ob - ed tote ~ ~ 6 -" ot - 1.0 we one Pe ae lo ine . . athe | eee we Re Aen" a me Fw Oa * an ‘Mf teen ee Sel eaee 1S ets ‘i Raph ae a ey oe a ee ea = 
pit ee Oe igs Fl  aMete = te Pony ¢ wae Ene Tet “whew . Stas mS é a cae. mm 5 fa , td ya vie fae a na = ne e e oo wheon es ow = 0° tet ot Sw Ee tS ~ wer ta Oot os ~ of ee - wen -« Pigags grits _ = aa ~~ a ee oe 
. =_ we? “ atm = or - “ww . ites wh. a ee a yike ~ me -. = 4 os ne ne ie aan y = ae ‘a == w. - 4 - 
“, mee gta Me ine of CaO cane, Marae” . esis Pf a ‘ ww i e iy ~ - Sta es ’ snes sone 4 i - aa a i is a % Perec pe rs z . ihe UC bes am 4 a ita a -v oy a) Es ie = = < r - - i ot . ww ot a -—- 2 7 al x ae ab) Rees a - 
ribaliied bie ie] were" an ae aA oe ae Mon - ~ SM = a Ga ma 2 Fee Me . . n x - = F i “ “ - * Beas “- = a -™ oe = = . s - 
fe wat , a ae ston " wet Set ween Sere Pr lOO we Weeee “ e = o - fe. ° = aoe Ce i = aad id = ay, ee = - a, fier. von i = . eee ~ ee _c arth x ee . ear - = ae Prafen ees = a & eae a a ea at 
2 a we ae wen =~ = «a we =. se °. . - 1 ® * 1. < . Pay “= = he tee ra i - ons whe meow vw WY wt % “ s = “eas = ab == — 
sattenl sae? Gr BM ae ot oe < oO - Se tld == ml, = : a beug -~s r sf - - - - ws = vy ° . ° = go & Ve a een — ame eas as 2 “ - NE = 8 pre as fa » . nal ¢ = a a ae cane ek ae a " we = 
— = we te ¢ it ele te et Fe Sot on ey Ow ~ * on wt .« = = A a 9 - ° + Meo tn ’ . wR we - Sr — ted a = kl ie ite ay ea ap 7 eres Cate aia - = =-=* = 
a ee earn econ) ee sali Jae hai! ’ aut #4 en a ere . a - re ~ ‘ . - _ * ad ~ 3) - ; wit Se vat <M - ~ 
en - ~~ ~ oF tee te we ese nel” ~ oO” we - av e ? ’ ee ae “ > = on t e o rye = yn ee ~~ x ~ we - ©» “-~ «= ~~ = Her -—- . = oceans = 
ae Settee ae a Mert ag = a furs — oe - o = = ao , = Vis + we ft “ toome ‘ = 6- A s ms ” . wah ° ~ “ =©. a z a = ony * ~“ = 
° a~ we ee He - Wa *a ga ew ne e = . P 7 E ‘ i ae & ‘ = - Me yar “. a oan = So = - es - ee ens 
a les ea ee ac flict ed taks = — ew oe ad ote -~ - - = ° * or eae as o. oe » . ~~? = = e . oN - fee uw = - = ies =“. = = i a en! ee . ee ee ~ 
aoe = Te = eile i a = = -- ™ ~s » a= o". - = ° . a . = a eo 8 X wwe ~ . * = 0A oes ee Re f. "Le Z Rete ee ane 
sae =. % — aoe i . ae a bg ——- Sa id == es r * “*~ - ee . . 2 . “”s = & we — = = = ed a ier x - == 
mae Pacts 4 Bite ine nace rn ae Minh * a bd - a Sy °° «4 - - = ea = e - - e *~ tte mm - ~e ~ a a ” a - 
-*- - est ae ee is Sa Sg lad Lg as Ni ve aes ~ = = . = on fw ~ a% -<¢ © her . ea . a + bs = a -_a«s a] 
=, “~ “= ate - =e bl s ° -" - 2 «4 < ws © fall mae le was “ ae e hs Ae . Seon ke oe ae - — * Ca “ . _ = = = 
he cal = a w= “- «# sit aut -- “. a 2 ee 1 ee o - =~» ° . ” - oo. * - ° ° » bs a badind = Pag ~ -- — 
a7 * -« tw etane ~ er ? oa = is 5 “ any bod 5 a < . e we si a . Pe <— -<« Si ae 
wie oc ie . an aoe = o a Cd ° . 4 “ 7 ee) - + - ane 2 “ Cy se -— ba - bs a - -_- - 
- 7 ~ A ae eos a a 7 = _ - - = - -—— « e ean” ° oe 4 - ° “ 8 = == ane a 3 « = . i > ie S 
— oo oo ‘= a od oa - Sj - ~ « . = ° - <= n °e - = a —- *~ - ~ 
er ir) : - “eo esto - Cis “7 ae 7 ie oe es “ = “ - . a ~ Sor ~ ’ ~ eae we . 6 on -_s wi _~ ~ 
7 on ri - = = = ae - ~ ° vi. - aw . ° * n~ « - . - . + - - Ad be - o arte - — = aa 
~ ee ae 2 ie = = ores = ae ae - ” ~ ae : 2 ° 27. “ f= = = ~ = « a o~v er - = aes S cies = pin - ~ ve _ ~ ~* a 
apg = pie 5 - ae - = -@. = - ° - o a - Pe Paes i is = - m = . = 
a - “ - « a ==“ oe = br? = Fy poo - wis ee tn a e ~ = oa ~ = - - 
— = = - =n er «= on = as ‘ = ‘< Peet = - - nt an - 
eet anes ? 2 oe" ww = - ¥. ¢ 7 - he . y= = A = s 
= = Ai ea tad La m Lg td « . a od 2 = - e ¥ i ~~ al = - «.% ~ 
eas a aa a = ited 2 al ° ~ - F , ra . = = de - ~ a = 
aes pe i 7 a aes -=- ot - e = —_ =- & - = 
- ~ oe rr - ms - a 3 - =. = am P - es < = 
a “ea - a - = re, - i = “ of ~ ¢ . : : 7 
= _ a = eae oa" p : < . « - “ - a id eS - - - 
‘ 54 bad = vA --* e- . ” - = . - - . z oa ens 4 - x 
. “ -- a eee ‘ 5 . : 
oa . -~ ° . 5 A 7 : - . ~ - 
= - -~ = 
Lad - ha ‘ ~ - =e a 
= 1. - ao 7 = - = 
ad = - * = - ~ 
= - * >. = r= 
- . = 
e = ba 
ad - 
- 
—_ 
2 a ray - Cc 
- ue -_ = 
a ~ 








DUDLEY KNOX LIBRARY ~ 
WAVAL POSTGRANTATE SCHOOL - 
MONTEREY, CALIVORNLA 93943-8008 














| 
ev 





12322 


tN 
= © 
Ne, 


NAVAL POSTGRADUATE SCHOOL 


Monterey, Galifornia 





THESIS 


AN ANALYSIS OF UNPRICED ACTIONS 
UNDER BASIC ORDERING AGREEMENTS 
ESTABLISHED BY THE AVIATION SUPPLY OFFICE 


by 
Douglas Scott Roark 


December 1986 


Thesis Advisor: Raymond W. Smith 





Approved for public release; distribution is unlimited 





SECURITY CLASSIFICATION OF THIS PAGE 
REPORT DOCUMENTATION PAGE 


‘Ta REPORT SECURITY CLASSIFICATION 1b. RESTRICTIVE MARKINGS 
m UNCLASSIFIED 


2a SECURITY CLASSIFICATION AUTHORITY 3 DISTRIBUTION/ AVAILABILITY OF REPORT 
Approved for public release; distribution 
is unlimited 





2b DECLASSIFICATION / DOWNGRADING SCHEDULE 






4 PERFORMING ORGANIZATION REPORT NUMBER(S) 5. MONITORING ORGANIZATION REPORT NUMBER(S) 


6b OFFICE SYMBOL 7a. NAME OF MONITORING ORGANIZATION 


(if applicable) 
Naval Postgraduate School 36 


6c. ADDRESS (City, State, and ZIP Code) 7b. ADDRESS (City, State, and ZIP Code) 


6a. NAME OF PERFORMING ORGANIZATION 






Naval Postgraduate School 





Monterey, California 93943-5000 Monterey, California 93943-5000 


8b. OFFICE SYMBOL 9 PROCUREMENT INSTRUMENT IDENTIFICATION NUMBER 


(if applicable) 





8a NAME OF FUNDING / SPONSORING 
ORGANIZATION 








8c. ADDRESS (City, State, and ZIP Code) 10 SOURCE OF FUNDING NUMBERS 


PROGRAM PROJECT TASK WORK UNIT 
ELEMENT NO NO NO ACCESSION NO 
11 TITLE (include Security Classification) 


AN ANALYSIS OF RICED ACTIONS UNDER BASIC ORDERING AGREEMENTS ESTABLISHED 
Se. Ime AVIATION SUPPLY OFFICE 


12 PERSONAL AUTHOR(S 
Roark, Douglas : 


13a TYPE OF REPORT 13b TIME COVERED 14 DATE OF REPORT (Year, Month, Day) {15 PAGE COUNT 
Master's Thesis FROM TO 1986 December 65 


16 SUPPLEMENTARY NOTATION 





17 COSATI CODES 18 SUBJECT TERMS (Continue on reverse if necessary and identify by block number) 
FIELD | GROUP |  suU8-GROUP Unpriced Orders, Basic Ordering Agreement, 


Tr O™~*é<“<~*YS*~‘(S;SN.OWCUC<d‘*#S#COC#«CdDS@finitization, Unpriced Contract Actions 
|... - 


"9 ABSTRACT (Continue on reverse if necessary and identify by block number) ; ; ; 
This study was undertaken to define the problems associated with the issuance and 


management of unpriced orders (UPOs) under Basic Ordering Agreements (BOAs) at the Navy 
Aviation Supply Office (ASO). The researcher attempted to determine the solutions to 
these problems and develop a model or thought process for acquisition managers to use in 
the issuance and management of UPOs. 

The researcher learned that the issuance of UPOs were interrelated with the require- 
ment to obligate funds in maintaining adequate inventory levels and the enhanced 
competition goals which resulted from the Competition in Contracting Act of 1984. Driving 
forces behind the overaged backlog of UPOs were an inadequate workforce, insufficient 
automated data processing equipment and the inability to enforce the Federal Acquisition 
Regulation (FAR) definitization requirements. These requirements relate to both the 
issuance and definitization of UPOs. 


20 DISTRIBUTION/ AVAILABILITY OF ABSTRACT 21 ABSTRACT SECURITY CLASSIFICATION 
XPS] UNCLASSIFIEDUNLIMITEO (J same aS RPT ~— CJoric users | UNCLASSIFIED 
22a NAME OF RESPONSIBLE INOIVIOUAL 22b TELEPHONE (include Area Code) } 22c OFFICE SYMBOL 
Sea 
DD FORM 1473, 84 mar 83 APR edition may be used until exhausted SECURITY CLASSIFICATION OF THIS PAGE 
All other editions are obsolete ae 









UNCLASS iF agg 


SECURITY CLASSIFICATION OF THIS PAGE (When Data Entered) 


The inability to definitize in a timely fashion has caught the attention 
of both the public and Congress. Internally, the Navy has instituted several 
corrective measures which include: required reductions in UPO backlog, 
requirements to receive adequate price proposals in advance of issuing UPOs 
greater than $1 million and contract clauses which allow the government to 
stop progress payments to contractors who fail to submit proposals within 
the required timeframe. 

ASO has developed a math model which assists management in the control 
of UPOs. It takes into consideration the funds available for obligation/ 
inventory replenishment, the required rate of competition and the Navy 
instituted UPO backlog reduction level. 

The researcher has modified the ASO model by adding to the thought pro- 
cess and has reached the conclusion that the manager is not able to make UPO 
decisions without considering other factors within the acquisition environment. 
Most importantly, the researcher believes that the decision making process 
should be decentralized to the acquisition manager and that he should be free 
to make decisions affecting UPO activity levels and given adequate resources, 
but at the same time his performance ratings should be predicated on his 
ability to meet the current definitization timeframes promulgated in the FAR. 


S’N 0102- LF- 014-6601 UNCLASSIFIED 


Ee 
SECURITY CLASSIFICATION OF THIS PAGE(When Data Entered) 








Appraved far public release; distribution 1s unlimited 


Ar Analysis af Unpriced Actians 
Urider Basic Ordering Agreements 
Established by the Aviaticm Supply Office 


Dy 


Bono las Seuc pork 
Lieutenant, Supply Cerps, United States Navy 
Boao. Demi niean Unaversity, 1977 


Submitted in partial fulfillment af 
requirements for the degree af 


MASTER OF SCIENCE IN MANAGEMENT 
fran the 


NAVAL FOSTGRADUATE SCHOOL 
December 19386 


ARSTRACT 


This study was undertaken ta define the problems 
assaciated with the issuance and management of unpriced 
opders (UPOs) under Basic Ordering Agreements (HOAS) at the 
Navy Aviatian Supply Office (ASO). The researcher attempted 
ta determine the solutions ta these problems and develop a 
model ar thought precess for acquisition managers ta use in 
the issuance and management af UFOs. 

The researcher learned that the issnance af UFOS were 
interrelated with the requirement te obligate funds ir 
maintaining adequate inventory levels and the erhanced 
competition goals which resulted fram the Competitican in 
Contracting Act af 1984. Driving forces behind the averaged 
backlag «ef UFOS were an inadequate workforce, insufficient 
alutamated data processing equipment and the inability ta 
enfarce the Federal Acquisition Regulatian (FAR) 
definitizaticnm requirements. These requirements relate ta 
both the issuance and definitizatian af UFOs. 

The inability ta definitize in a timely fashicn has 
caught the attentican af beth the public and Congress. 
Internally, the Navy has instituted several ccrrective 
measures which include: required reductions in UFO backlog, 
requirements ta receive adequate price propeasals in advance 


of issuing UFOs greater than $1 million and ceomtract clauses 


which allaw the government ta stcap progress payments ta 
comtractars whe fail ta submit praepoasals within the required 
timeframe. 

ASO has developed a math model which assists management 
in the contral of UFOs. It takes inte consideration the 
funds available for obligatian/inventory replenishment, the 
required rate of competitian and the Navy instituted UFO 
backlog reducticn level. 

The researcher has modified the ASO medel By adding ta 
the theught precess and has reached the ceomclusicn that the 
INManager 1S not able ta make UPO decisicns witheut considering 
ather factors within the acquisitican envirenmernt. Most 
importantly, the researcher believes that the decisicn making 
precess should be decentralized ta the acquisition manager 
and that he shauld be free ta make decisions affecting UFO 
activity levels and given adequate rescurces, but at the same 
time his performance ratings shanld be predicated om his 
ability ta meet the current definitizatian timeframes 


promulgated in the FAR. 
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I. INTRODUCTION 


A. GENERAL 

Urnpriced arders (UFOs) are categorized under the Dread 
grouping of unpriced contract acticms (HCAS) White eae 
includes letter caomtracts and unpriced change arders which 
result fram engineering change prapasals (ECFSs). All three 
af these comtractual actions have semething in common, they 
are normally issued in advarice of pricing, hence they are 
issued unpriced and are priced retrospectively. Since mast 
guidance applies tea unpriced contract acticons, the researcher 
Will refer ta bath UCAS and UFOs throughant the thesis. Ir 
mast instances UFOs are issued with a ceiling price ard are 
later negotiated. This process has beer termed definiti- 
zation and leads ta the establishment af a firm fixed priced 
carder. 

A basic ordering agreement (BOA) 15 a bilateral agreement 
between the gevernment and the cemtractor which camtains 
apprapriate contract terms and camditicans. The order under 
the applicable BOA terms and conditions represents the actual 
Gamurmact . ROAs do not narmally specify individual line 
items, quantities ar prices. The UFO arder will indicate 
detail specifications aor a statement af werk. The HBROA can be 
structured to caver varicgus time lengths, which may include 


possibly ome, twe aor three years. 





BOAsS are briefly described in the Federal Acquisitisn 
Regulation (FAR), part 16.723 as: 


A written instrument af understanding, negotiated between 
agency, cantracting activity, ar contracting office and a 
contractor, that cenmntains (1) terms and clauses applying toa 
future comtracts (arders) between the parties during its 
term, (2) a descripticn, as specific as practicable, af 
supplies aor services ta be pravided, and (3) methads fir 
pricing, issting, and delivering future orders under the 
Rasic Ordering Agreemerit. A Basic Ordering Agreement is 
met a contract. 


The FAR defines BOA applicability by stating that: 


A Basic Ordering Agreement may be used ta exedite 
cantracting for uncertain requirements ar supplies ar 
services when specific items, quantities, and prices are 
nat known at the time the agreement 1s executed, but a 
substantial number of requirements fear the type of supplies 
ar services cavered by the agreement are ariticipated ta be 
purchased fram the cantractar. Under praper circumstances, 
the use af these procedures can result in ecaonamies in 
erdering parts far equipment suppert by reducing 
administrative leadtime, inventary investment, and 
cbscelescence due ta design changes. 


Additicmal characteristics include the follawirig: 


i Description af the methed ta be used in determining 
contractual prices. 


Applicable delivery terms and conditicmns. 


fe 


List af activities authorized ta issue arders om DD 
Form 1155 ar Standard Farm 26. 


: 


4. The apprepriate means by which an order is either 
accepted or rejected. 


The BOA will be reviewed each year and any revisions will 
mot be made by medifying the BOA itself in a retrospective 
fashion. The BOA will be madified by a bilateral agreement 
between the contractor and the governmerit. The revised HOA 


will only apply ta orders issued after the effective date of 


the madification. The BOA carmmeat be madified by the arder. 
The camtracting afficer shall folleaw all ather acqiuisiticn 
regulations and laws such as the Competitican in Contracting 
Act (CICA). Priar ta issuing an arder, the cenmtracting 
afficer must either price the arder in advance or issue a 
ceiling priced arder, which limits the government’s 
liability, or he may issue a UFO with neo celling. The FAR 
requires that if a ceiling priced order or UFO is issued, the 
contracting officer must ensure that cme af the follawing 
comditicoms 15 met: 


ie The BOA prevides for adequate pricing early in the 
performance of the wark; ar 


rasa The need for the supplies oar services 15 ccampelling and 
unusually urgent. In this situation, the cantracting 
afficer shall price the order as seen as practical. 

The Navy Acquisitian Regulaticns Supplement (NARSUFP) 
states that written appreval from the Office af the 
Secretary af the Navy (Contract Business Management) will be 
obtained prior ta the establishment af a BOA that includes 
preavisions far price redeterminatican. Each BOA will 
stipulate timeframes for the receipt af contractor prapasals 
which usually fall no later than 64 days after the receipt af 
the orders. In addition, an agreed upon definitizaticn date 
will be identified. The NARSUF further stipulates that the 
definitizatican date shall not exceed either 184 days 
following the issuance af the order, ar the ceompleticn af 44 
percent af the work performed by the ceantractar, whichever 
aeccurs first. 
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Eve HET ECGbevweo OF THE RESEARCH 

The purpase af this study was ta reach a better 
understanding af the use and cemtral af UFOs under ROAS at 
ASO. Primarily, the researcher attempted ta determine the 
reasans far 168ssuing umpriced arders, asscaciated prablems and 


apprapriate management central precedures. 


ie RESEARCH QUESTIONS 


de Primary Questicn: 


a. What are the principal preblems in the 
establishment and management af UFOs under BROAS 
and hew might these preblems be resalved? 


= Secendary Questians: 


a. What are the characteristics and principal uses 
ef a UPO under a ROA? 


b. What are the majer driving forces behird the 
requirement far issuing UFOs under HOAs? 


es What are the prablems in the management and 
contral «ef UPOs under HOAs? 


d. How da we resclve the previcusly addressed 
prablems? 


e. What model arm thaught precess can acquisiticm 
officials use im the management af UFOs? 
D. SCOPE, LIMITATIONS AND ASSUMPTIONS 
The scape af this study cavers the issuance af UFOs at 
ASO. Due ta time and thesis length constraints, the study 
Focuses an the reasons for issuing UFOs and the management 


caomtral pracedures utilized until definitization. The 
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researcher did nat attempt ta develcp an irnmavative pricing 


technique which in turn would help reduce the averdue backlag 7 
of UFOs. The study is limited te ane Inventary Control Point 
(ICE) and several item managers. This dees not imply that 
the research findings de nat apply ta BROAS issued and managed 
by other Department af Defense (DoD) activities. 

It is assumed that the reader has a basic understanding 
af general supply pracedures including ICP abjectives | 


cancerning spare parts pravisicning and procurement. 


aye METHODOLOGY 

The researcher utilized the services af the Defense 
Logistics Supply Information Exchange (DLSIE), Defense 
Technical Infarmaticn Center (DTIC) and the Federal Legal 
Informatian Thraugh Electromics Research Report (FLITE) in 
attempting toa aebtain research literature. These searches 
revealed that there was a limited amcunt af literature 
available cancerning UFOs. The researcher alsa utilized DaD 
and Department af the Navy (DON) instructions, Naval Andit 
service Repearts and Cangressicmal testimeany. 

The primary research methadolagy was the use of persanal 
and telephonic interviews with key persornel at the systems 
command level, and requirements and purchasing persanmel at 


the field level. 


jus 
Mu 


ee SUMMARY OF FINDINGS 

The researcher learned that the issuance af UFOS were 
interrelated with the requirement ta abligate furnds in 
maintaining adequate inventary levels and the enhanced 
competitian geals which resulted fram the Competition an 
Caomtracting Act of 1984. Driving forces behind the averaged 
backlag af UFOs were an inadequate warkferce, insufficient 
autamated data preacessing equipment and the inability toa 
enferce FAR definitization requiremerts. These requirements 
relate ta bath the issuance ard definitizaticom af UFOs. 

The inability tea definitize in a timely fashicm has 
Caught the attention af bath the public and Ccongress. 
Internally, the Navy has instituted several corrective 
measures which include: required reducticans in UFO backlog, 
requirements ta receive adequate price prepasals in advance 
of issuing UPOs greater than $1 millicn and ceamntract clauses 
which alleaw the geverrnment ta stcap progress payments ta 
carmtractars wha fail te submit prapeasals within the required 
timeframe. 

ASO has develaped a math medel which assists managemerit 
im the cemtral of UFO issues. It takes inte ccomsideratian 
the funds available far oabligaticm/invertory replenishment, 
the required rate af caompetiticn and the Navy instituted UFO 


backlag reduction level. 


~~ 
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The researcher has madified the ASO medel by adding ta 
the thought preeess and has reached the caoncliusicnm that the 
manager is net able tc make UFO decisions without considering 
other factars within the acquisiticen enviranment. Mast 
importantly, the researcher believes that the decisicn making 
praeess sheauld be decentralized ta the acquisiticn manager 
and that he sheuld be free ta make decisions affecting UFO 
activity levels and given adequate rescurces, But at the same 
time his perfarmance rating shenuld be predicated «m his 
ability tc meet the current definitization timeframes 


pramulgated in the FAR. 


EF ORGANIZATION OF THE STUDY 

The study is broken down inte four chapters. Chapter I, 
the Intreducticon, attempts ta explain ta the reader what 
research ccancerning UFOs orders was dane and haw it was 
accamplished and the asseciated significance af the 
Findings. Chapter II, the Framework and BRackgreaund chapter 
explains ta the reader hew BOAsS and VFOs are utilized and 
alsa prevides histery and backgreund informaticn. The 
Framework and Background chapter describes recent Navy Audit 
Service findings, Caongressicnal testimoeny given by the 
Secretary af the Navy, current Navy/ASO policy, future DON 
plans and passible Cengressicnal interverticn. Chapter II1l, 
Fresentatian af Data and Data Analysis/Interpretaticn, 


provides in a cambined format bath presentaticn cf data 
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callected during the research and a data analysis and 
interpretaticn. The researcher did this in an attempt ta 
pravide a mare cancise and ceherent thesis. Chapter IV, 
Comelusians/Recammendations, caomtains the ceanmclusicans ta the 
research effart. Additicmal areas of research fer fellow om 


work are pravided. 


II. FRAMEWORK AND BACKGROUND 


The use of BOAS represents a method af contracting which 
was introduced te alleviate the administrative Burden placed 
er Ccortractmg personnel. ROAS were issued or a yearly basis 
tea sale-source caomtractoars wha normally prcavided repair parts 
ta the gavernment on a repetitive basis. The aerder which is 
issued against the BOA comtains specific infermaticn concern— 
ing requirements. An unlimited number af arders can be 
placed against a HOA. This results in a shorter procurement 
administrative lead time (PALT) and less coamntractual 
dacumentatian than the same number af nom-BOA caomtracts being 
issued. The BOA was introduced ta help streamline the 
acquisition precess and ta help government acquisiticn 
managers meet fleet requirements mare efficiently. [CRef. 1] 

A Naval Audit Service report dated 16 December 1985 at 
the Navy FPlant Representative Offices (NAVFEROs) in Lynn, 
Massachusetts; Stafford, Connecticut; St. Leonis, Missoni 5 
arid Bethpage, New York revealed the following: 

Undefinitized arders authorize a comtractar ta start wark 
befere a price has been set. The precurement regulaticans 
that allow far undefinitized arders require that prices be 
negatiated within 184 days after issuance af an 
undefinitized order aor by the time 4€@ percent af the wark 
1s completed, whichever cccurs first. Undefinitized orders 
are usttially placed by precuring activities such as the 
Naval Air Systems Cammand (NAVAIR) and the Navy Aviation 
Supply Office (NASO) via precurement instruments knawn as 
Rasic Ordering Agreements (ROAS). Each arder placed under 
a BOA comstitutes a separate contract and in mast cases the 
resident Naval FPlant Representative Office (NAVFERO) is 


required ta negotiate the price of the erder. 
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The repart cantinues in its description by stating: 


The audit disclosed that the backlogs af tundefinitized 
arders at the NAVFPROs audited grew 25 percent between 
September 1982 and 34 June 1985, the backlags at these 
NAVE ROs tataled 4,764 orders valued at abont $35.46 
billicri. About $2.12 billion of these orders had remained 
undefinitized longer than the 184 days allawed by a Navy 
regulaticyr. About $63.4 million in arders ir an andit 
sample af $188 million remained undefinitized even theaugh 
work was 8M ta 12424 percent camplete. 


As a result af late pricing, the Gavernment was placed at a 
disadvantage in negotiating prices; the contractar’s 
incentive ta cantral costs was diminished; there was a risk 
of entering a prohibited cast-plus~-percent age-af-cast 
cantracting modes arn estimated $699 million remained 
obligated unnecessarily an the basis af excessively high 
pre-negatiaticm cast estimates; and the Navy ccauld be 
denied the use af an estimated $217 million in excessively 
obligated funds when the related appropriatians expired. 

We alsa found that the arders were priced after reachirig a 
near-campletican stage, an average li-percent prafit was 
allcwed. We cancluded that profit on such arders shanld be 
limited ta na more than 8&8 percent, and estimated that if 
NAVFROs conmtinued ta award prafits at an 11-percert rate, 
about $18.9 millioan in excess preafits would be awarded as 
the 34 June 1985S backlag was worked off. CRef. e:p. 14 


Mr. £.G. Cammack, the Directar af Contracts and Business 
Management, Office af the Assistant Secretary of the Navy 
(Shipbuilding and Lagistics) (ASN (S&lL)) issued a memeararndum 
dated £3 Octaber 1985 which cancerns undefinitized 
cantractual actians. The memorandum included a draft palicy 
directive for undefinitized coantractual actians and requested 
comments fram all systems ccammand headquarters. A capy 15 
pravided as Attachment (B). Policy highlights include: 

ae The reduction in the number and dollar value af 


unpriced arders issued in FY86 by £253 percent caompared 
taunyesa. 


7 


Pu 


The 


requirement for the receipt af an adequately 


prepared and supported prepesal pricr ta the issuance 
of a UFO in excess of $1 millicm. Ariy exceptians ta be 
approved by the Head af Camtracting Agency (HCA). 


The 


pravisiaon fer withholding praogress payments om 


camtracts where prepesals are delinquent. 


The use of statistical pricing techniques for spare 
parts excluding toecals, accommadatican equipment and 
items considered susceptible ta averpricing. 

The inclusion of UFO performance definitizaticm as a 
key Command indicatar. 

The negotiatican af prafit rates which are reflective af 
the risk asscciated with the manufacturing pracess at 
the time of definitizatian. 

The prehibitatian af UPO use far any service ar 


requirement which canmat be clearly defined. 


The 


proehibitatiaon of adding additicnal requirements ta 


existing arders. 


ASO sent a meme titled, "Input for Discussion with ASN 


(S&L) 


Re: 


Undefinitized BOA Orders" ta The Naval Supply 


Systems Ccommand (NAVSUPSYSCOM). The memorandum 16 included 


as Attachment (C). ASO stated that HOAs served as effective 


administrative tacls ta promptly place an aorder the 


requirements for aviatian spare parts and the repair of 


repalirables. ASO recegnizes that the preblem stems fram the 


perceptian that UFOs are definitized late and that 


negeatiatians result in excess prafits ta the coantractoar. Tri 


addition, 


Ts 


ASO made the following receommendaticanss: 


The backlag af UFOs should be stratified by the 
comtractoar and by the administrative phase af 
defirnitizaticn. 
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ri 


Increase the use of correspondence with conmtractar 


persearmmel fram the Director af Purchasing. 


UJ 


negeaetiatians. 


4. Expedite business clearance processing. 


Initiate the use af tiger teams ta facilitate 


ay Expand the use af Forward-FPriced Rate Agreements 


(FP RA). 


On 4 November 19853, Secretary FPyatt, ASN (S&L), 1S5sied 


guidance ceancerning UCAs. The memarandum 1s included as 


Appendix (D). Secretary FPryatt indicates that UCAs have been 


used primarily ta satisfy fleet requirements, 


cbligaticon plans and meet pragram schedules. 


maintain 


Secretary Fyatt 


states that UCAs de not achieve cast cantral and directed the 


Folleawing actians: 


ae Reduce the number af UCAs issued in FY86 


by <4 percent 


and the entstanding dollar value by S34 percent compared 


ta the end af FYS8S. 


f 


Review UCAs fear pessible decbligaticn af 


LJ 


Require the receipt «af an adequate price 
ta the issuance af a UCA in excess af $1 
exceptians ta be appreaved at flag/seniar 
service levels. 


Funds. 


prapasal priar 
millicarn. Ariy 
executive 


4. Require that cantractars preapase and segregate casts by 


arder. 


a Include a contract prevision far the withholding af 
preagress payments for delinquent prapasal submissicm. 


6. Disallow the inclusicm af additianal requirements tea 


existing arders. 


7 Prohibit the use af UPOs Fer ceantractar suppart 
services or in other instances where requirements 


cannot be adequately defined. 
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oy Include UCA definitizaticn performance as a key Cammand 
Indica aire 


= Negotiate profit rates cammensurate with the level of 
the risk experienced by the camtractar at the time af 
definitizaticm. 

The researcher believes that the guidance pravided in the 
final fermat (Attachment (D)) clasely resembles the reugh 
draft (‘Attachment (H)). Further guidance fram Secretary 
Hyatt was previded in a memcerandum dated <6 February 1986. 
The mencrandum 1s pravided as Appendix (E). It mentions that 
the majar reasan that UCAS ga past the scheduled 
definitization dates 1s because of the submission of 
Inadequate prapasals or the late submissicm af prapasals. He 
alsa states that in these instances the camtractar continues 
to be funded thraugh pragress paymerits. secretary Pyatt’s 
Majar point 1s “when the contractor is delinquent in 
submitting definitizaticn proaopasals, youn shoenld withheld 
progress payments." CRef. 3] 

Ta meet Secretary FPyatt’s gaals, the Operation and FPalicy 
(OF) Hranch ef ASO issued a memcrandum dated 18 December 
LeBse The memorandum 1s included as Appendix (F). Tt 
acknowledges that histerically, 7@ percent af ASO’s 
cebligaticns have been made by use af the BOA and instructs 
item managers tc increase administrative leadtimes (ALTs) te 
A minimum cf BA days and up ta 274 days fear sole scurce 
pracuremerits. Item managers were directed ta ensure that 


items with an ALT of less than three quarters be increased 


a 
& 


ta three quarters. Ir addition, OF issued a memorandum dated 

22 April 1986 which laid the framework ta meet Secretary 

Pyatt?s geals. The memearandum 1S pravided as Attachment 

CG). ASO estimated that the UFO level caunld nat exceed $1.9 

billien dellars as af G4 September 1986. The beginning 

balance as af 1 April 1386 was $2.6 billicn. It was plarmed 
that issues af UPOsSs would be limited ta $144 millicn per 
manth with nao UPOS issued in September. It alsa previded 
that UPOs wenld be defirnitized at the rate of $240 million 
per marth. The future awards af UPQsS were toa be pricritized 
as folleaws: 

Le FY86 repair af repairables. 

‘cee Purchase requests (PRs) greater than $14WK with a 
prajected steck-aut rate within le menths. (Commariding 
Officer approval required if aver $1 millicm. ) 

S PRs greater than $14WK with a prajyected stack-caut rate 
within 18 manths. (Commanding Qfficer appraval 
required if aver $1 millicmn.) 

4, Emergency PRs between $25,400 and $14, aaa, 

al Other FRs. 

Recently, Representative Wyden intraduced a bill that 
would severely limit the use af UCAs. A £4 March 1986 issue 
mF The Wall Street Journal indicated that Representative 
Wyden wants ta limit the use af UCAS ta "urgent needs" but a 
review of the prepaesed legislation indicates that by FY87, 
UCAS will be limited ta 14 percent af the ameaunt of Ffrinds 


appropriated for defense pracuremerit. It also stipulates 


Pit 
j~— 


that the percentage is ta be decreased ta 3 percent far FY8S 
and FY&2. The prapesed legislation 1s pravided as Appendix 
(H). 

Mast recently, Secretary FPyatt issued a memorandum which 
imdicates that he is caomtemplating toa establish an even mare 
"aggressive geal" far FY87 as compared ta the goals he 
established far FY86. The goal is tentatively based on a 5 
percent reduction in dallar backlog compared ta FY86. 


CRef. 4] 
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1 a ee PRESENTATION OF DATA AND DATA ANALYSIS 
AND INTERPRETATION 

The purpese of this chapter is twafeald. First the 
researcher will present data which relates ta the secandary 
research questicns. Most af the data was cabtained either 
thranugh persanal interviews ar fram telephane conversaticns. 
The secemd purpose af this chapter is ta preavide the 
appropriate data analysis and interpretatian. The researcher 
decided that this combined fermat would result in less 
repetition and better clarity and understanding of bath the 


infoarmatian and interpretatican. 


A. CHARACTERISTICS AND FRINCIPLE USES OF A UPO UNDER A BOA 

The researcher received a wide variety af replies when he 
asked interviewees ta define the characteristics and 
principle uses «af URPOs tumnder KROAs. Same af the follcwing 
were pravided: 


i UFOs under BOAs were ariginally intended ta be used 
enly ir emergent situations. Arr example would be the 
pracurement af a spare part that was not held in 
inventary and that was required ta carrect a Casualty 
Repert (CASREFP) fer surface fleet equipment ar a Neon 
Missicom Capable System (NMCS) for aviation end items. 
CRef. 3] 


ru 


A source who requested anarymity stated that, "HOAs 
were established toa ensure adequate inventary 
protection. Normal camtracting methods were utilized 
ta replenish irverntory levels but due te uncertain 
demand requirements, steck-auts accasiconally accurred 
and HOAs were used ta bypass the Frecurement 
Administrative Lead Times (FALTs)." 
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Je ROAS were made available ta the acquisiticn manager in 
an effort ta cut down on the administrative burden. 
With an increased amaunt af required contractual 
documentatian and a workferce that trailed this 
increased demand in beth numbers af personnel and 
training Qualifications, BROAS proved ta be af great 
value. ROAs were established for items that were tied 
to a sale sScurce praducer. KOAS were bDraadly written 
which allcwed greater flexibility tea bath the 
geverrnment and the ceantractar. CRef. 14] 

Due ta the wide variety of views concerning the 
prerequisite conditicans fer the use af UPOs under BROAs, the 
researcher believes that it is best ta refer ta the FAR and 
NARSUF, part 16.743, quated in the Introaducticn. 

It 15 a cammenmly held belief that UFOs are not being 
priced within the required timeframe af 184 days after 
receipt af arder cor at the 44 percent completion point, 
whichever accurs first. A Naval Audit Service repart 
indicated that appreaeximately 64 percent af the orders in the 
backlog at the NAVFROs were alder than 184 days as of Ga June 
1983: The Naval Audit Service selected a sample af 25 oarders 
at each NAVPRO and determined that it tack an average of £32 
days ta submit cast prapasals ta the governmert and that the 
average tatal time ta definitize the orders was 633 days. 

ERC fa ses On) aoe 
As af September 1985, DaD had almast #27 billicm in 

UCAs. In November 1985, the Office af the Secretary of 

Defense directed each of the services ta develap gaals ta 

reduce the valume af UCAs. The U.S. House of Represeritatives 

Committee an Armed Services held a hearing om 18 March 1986 


Far testimany cancerning UCAs fram each service secretary. 
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Comgressicnal cencern caver the enormous amount af UCAs 
included: 


Wee The possibility af the goverrment being placed in an 
unfavorable negotiatian pasitican. 


=e Wares ene errs titat Was Shirteae from the cortractor tea 
the goaverrmerit. 


je Reduction of corntractiar incentive ta caontral casts. 
CRef. 6) 


During his testimeny, Secretary Pyatt referenced the 
Naval Andit Service repart which was previcnusly menticned and 
he acknowledged that the UCA backlog was growing and that 
negatiated prafits exceeded the appropriate risk experienced 
by the contractor. Obligaticons were comsidered excessive but 
the goverrnment’s liability was limited by the use of clauses 
and ceilirg prices. 

Secretary FPyatt stated the following policy: 


i, The rumber of UCAs in FY86 were ta be limited ta 8u 
percent af the FY&8s level. 


=“. The backlog af $14.6 billion was ta be reduced ta $/7.c 
billion by the end of FY6S. 


ae Excess funds om existing UCAS were ta be decbligated. 


ae Adequate price propcasals were ta be received pricar ta 
the issuance of a UFO in excess of $1 millicm. 


ae Pravisions far the withhalding of pregress payments far 
delinquent preposals were te be included as a contract 
priavisicanr. 
Secretary Pyatt explained that the increased Backlog was 


caused by the change in pricing methodalagy. Recanuse af 


cases of overpricing, contracting afficers may have shifted 
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away fram statistical sampling techniques ta precise line 
item pricing. ret.) “pe. soo 
Es THE MAJOR DRIVING FORCES BEAIND WRE REGUTRE St For 

ISSUING UFOS UNDER BOAS 

Mest readers would normally consider this an easy task ta 
define but the researcher feund it difficult ta explain. 
Like many ather Navy precurement activities, ASO did reat have 
ar effective automated management information system (MIS) 
for tracking the timing of the flaw precess for a UFO fram 
generaticn ta definitizatican. 

Many interviewees agreed that UFOs allcwed ASO ard ather 
DeD activities ta meet the fleet’s requirements, maintain 
required @ebligaticm rates and sustain required inventory 
levels. CRefs. 1,5, 8) This has been especially apparent 
during times where managers cemsidered themselves either 
undernarned ar marmed with untrained perscanmel. This brings 
tae light the third interviewee respemse discussed during the 
previcus seceomdary questican which basically states that BOARS 
arid UFOs were intraduced in an attempt ta eliminate a major 
portican af the administrative burden placed om the preacure— 
ment manager. 

Use cf the BOA has enabled ASO ta effectively abligate 
furids. Thraeughaut the thesis, the term “abligaticn rate" 


refers ta a “macrea' measure af effectiveness used by ASO 
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in replenishing a constantly depleting inventary. ASO uses 
the Unifarm Inventory Cantral Paint (UICF) replenishment 
madel tae trigger the start of the precurement process. The 
moadel takes into comsideration many variables in determining 
the reorder quantity and rearder pcint. The recorder quantity 
refers ta how much te aerder while the reerder point refers tea 
when ta arder. The variables include, but are mat Limited 
ta, the mean administrative leadtime (ALT), mean production 
leadtimes, mean quarterly demand, asscciated variances, item 
east, holding coests, and administrative ordering casts. 
Funding is made available threugh the use of the Navy Stock 
Fisd (NSF) account. NSF differs from traditicmal procurement 
funding im that it is based om a pocl af funds that is 
recycled and never expires. 

These variables are input inta a proegram termed the 
supply demand review (SDR) which is pericdically run ta 
trigger the initiation af the procurement process. Funding 
is a limiting factor and since ASO, like ather DeD activi- 
ties, is sometimes faced with inadequate aor unstable funding 
levels, the model is apprapriately adjusted. This results in 
unstable inventary levels. As funding decreases, the 
inventary level decreases. 

An additianal driving farce is the increased use af 
campetitive precurement in the acquisiticn af spare parts. 


At first glance, the reader wauld think that competiticn and 
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ROAs were inversely related, as you acquired more items 
threugh campetitian you would need ta praciure less thraugh 
the use af EBOAs. 

The researcher will attempt ta explain why this is neat 
entirely true. Ceongressicmal cancern about DaD being 
avercharged for supplies abtained from scle scaurce producers 
was the catalyst for the Ccompetiticn im Contracting Act 
(CICA) which teak effect in April 1984. The end result af 
CICA was the establishment af competition goals which were 
gradually increased each year. These geals were impeased om 
all DeD buying activities. Campetitian can be clasely tied 
with the Buy Our Spares Smart (BOSS) preagram, specificatican 
Streamlining and spares breakaunt. Campetition is cansidered 
a driving factor for HOA use primarily for twe reascans. 

The majar reasen why campetitian has been a driving farce 
behind the use af HOAs deals with first time competitive 
buys. Wher an item is cemsidered eligible fer ccampetitive 
precurement, a large amount of time 1s expended in develaping 
a saund Invitation For Bid (IFHR) ar Request For Prepasal 
(RFF). The buyer gees through a learning precess, thus it 
will take less time ta process the second ar third 
preacurement af the item. Since it is hard te plan the 
breakaut af spare parts and since first time ccompetitive 
preenrements take a ceomsiderable amaunt af time, BOAS are 


ideal in acquiring “step gap material" which is intended ta 
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Pe oie eae mie ot pce to the receipt af material 
cCampetitively procured. ASO has received additicnal manpower 
resaurces ta assist in meeting competition gaals and KOSS 
imitiatives but ne additional resaurces were allacated taward 
reducing the overaged backlag af UFOs. An additicmal factar 
is the shift frem retrospective pricing tea prospective 
pricing which results in langer ALT. Stapp gap material can 
easily be ebtained through the use af a UFO. TRIS 
exemplifies an earlier premise that ROAS assist in helping 
the precurement manager relieve himself af same af the 
administrative burder. ROAsS save time in the pracurement af 
nan-campetitive items and allow this time ta be expended 


teward the attainment af competitian geals. CRef. 9] 


Ee FROBLEMS IN THE MANAGEMENT AND CONTROL OF UFOs UNDER HROAS 
It is very apparent that there are Navy-wide prablems in 
the management and central af UFOs under HOAs. THiS 1S 
Clearly evident for twa reasans. The first 1s that a major 
partion of the backlag 15 aged or greater than the maximum 
specified time frame af 1824 days or 424 percent af cample- 
Col Gurls The secand 1s the increased ameaunt of cangressicnal 
concern as indicated by Representative Wyden (D-Oregan) wha 
introduced a bill ta limit the use af UCAs. 
As mentioned earlier, ASO did neat have an effective 
autamated MIS system ta track the proecuremernt precess which 


would lead ta a Clear understanding af where beattlenecks 
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me Guyer. Arr am site review By the researcher revealed that the 
current BOA pracess cam be characterized as mastly manual 
with numercaus preaward acticns. Limited Auman and autamated 
data precessing (ADF) reseaurces have further exacerbated 
Management’? s inability ta internally menitar the precess. 

External reperts include the DD Farm 14357, Meanthly 
Pracurement Summary af Acticaoms $25, AWA ar eee and the DD 
Form 354, Individual Cantract Actian Report (aver $25, AMM). 
The DD 1@357 1s submitted manthly and 15 a Summary of 
camtractual actions under $25,404 while the DD 354 is 
submitted and revised far individual caonmtractual acticans 
greater than $25, 40U when different milestanes are reached. 
Arn initial preablem experienced was that DD 4354s were tracked 
emly for acquisitians made for the current year. This 
created an unusable reperting system since definitizatian 
periads nermally extended between different years. The | 
reporting system has been changed ta allow the tracking af 
pracurements aver different years. | 

Or the gavernment’s side, the standard explanatian far 
excess definitizaticoan pericads was the late submission af an 
adequate cast prapasal crm amplifying data. An additicnal 
reasan was the inability ta receive timely recommendatians 
fran the administrative contracting officer and the Defense 


Contract Audit Agency. 








On the ather hand, cemtractors felt that they taak due 
diligence in previding supportable cost prapasals. Wher 
asked ta speak freely cm a noem-attribute basis, cone 
ceanmtractcar stated, "We da neat take the required 184 day or 4a 
percent ccaomplete definitization requirement that sericusly 
since the goverrment tends ta place the definitizaticon of 
UFOs on the "back burners" as compared ta ather upfrant 
pricing acticamns. '"' 

Mest impartantly, 1t was agreed ta by both the government 
and the cantracter that there was some fault attributable ta 
beth parties. 

One of the biggest preblems experienced by ASO was 
previcusly mernticaned as a driving factor. Specifically this 
problem deals with the interrelatiaonship between the 
available amount af funds ta abligate in maintaining adequate 
inventary levels, the required percentage of competitive 
awards and the ability toa use a UFO as appesed taa 
prespectively priced order. ASO describes this inter- 
relationship as a triumverate with the three factcars beirg 
ebligaticns/readiness, unpriced orders and ccompetiticn. | he o 
has been a well-knawn fact that DoD has had a difficult time 
in fully supporting all existing weapen systems. The 
explanatian for this situation 1s beyand the scepe af this 
thesis but funding ceanstraints seem ta be a limiting factor. 
It was not evident that ASO wastefully ebligated funds ar had 


any reasem tc wastefully obligate them for unnecessary items 
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since ASO uses NSF and 15 in the business of supporting 
samecane else’s, namely the fleet’s, requirements. [CRef. 8] 
In mast circumstances, ASO personnel may use the | 
following cantracting methods tao acquire repair parts: 
te Competition. 


Sale scurce negatiaticn. 


ri 


Fraspectively priced carder under HOA. 
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4, UPO under BOA. 

CICA and BOSS have resulted in the increased use af 
canmpetiticn. Mest acquisitican managers feel that competiticn 
is the preferred methad af caonmtracting but they also agree 
that the initial use af campetiticn requires additicnal | 
effort. The Navy’s Cenpetition Advacate required that DON 
activities attain campetition geals. ASO has been tasked ta 
achieve the following campetitian gaals: 

FY 85 #29 percerit 
FY 86 44 percent 


FY 87 4 


ru 


percerit 


It should be mentianed that RBROAS may be used far | 





competitive pracurements. If a cantractar successfully 
negotiates a fair and reascnable camtract price thraugh the 


ccampetitive propasal preacess, an order may be issued ta 





cantract far the requirements if a BOA currently exists with 








the appropriate terms and cemditians. CRef. 3s] The 


additional time required for initial and succeeding 
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campetitive precurements causes a correspemding decrease in 
the time available for the ether three metheds of 
Geqntaract 1 ne 

The recammendatian af Secretary FPyatt ta "negratiate 
pravisions in new BOAS and arders tea withhold progress 
payments where histeary of delinquent proposal submission 
exists" attracts the cancern ef bath government and industry 
perscarnmnel. This would require a bilateral agreement of bath 
parties and same ccamsider the withholding of progress 
payments ta be punitive which the precurement regulatians 
disallaw. In additicn, this requirement would be very 
difficult ta enfarce unless the gaverrment coauld prave that 
it was completely free af fault. The additicmal 
administrative burden must alsa be considered ies ta the 
use af this measure. 

Caonmgress holds the belief that contractors receive tion 
high of a prefit cansidering the risk involved. This stems 
friaum the fact that BOAsS are normally definitized well inte 
ceomtract perfarmance when the ccemtractar sheauld have a 
reasanable handle on casts. CRef. 6] 

Arn additional preblem is experienced by the FROs. ASO 
definitizes approximately 74 percent af UFOs and delegates 
the definitizatian for the remaining UFOs ta the FPROs. The 
FPROs have an extremely difficult time trying ta effectively 
manage their wark when they have na idea of what wark 


requirements will flaw dawn ta them. CRef. oS] 
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It must be remembered that the use af UPOs camnmnct be 
campletely banned due ta the need te ccantract far the repair 
af Depot Level Repairables (DLRs) and ta satisfy emergent 
requirements. In same instances the repair of DLRs can be 
carried aut by the use af twa different arders. The first 
erder would be prospectively priced for open and inspectian 
(O&l) ef fart. After O&!1, the contractor would then submit a 
cast propesal ta the goverrment which would allaw the 


negatiaticm af a prospectively priced erder. However, the 





use af a UFO may still be mere feasible because the methed 


described above requires praspective agreement an O&l charges 





For all DLRs and the use af twa contractual actions ta 
perform the same task performed by a single UFO. 

ROAsS alse serve as a quick means ta satisfy emergent 
requirements. For these reasons, the removal af the UFO fram 


ane af the methaeds af contracting is nat considered feasible. 


D. METHODS TO RESOLVE FROBLEMS ASSOCIATED WITH UFOs 

ASO has implemented twa different pregrams which should 
assist in properly determining the timeframes assaciated with 
the PALT pracess. These pragrams include bar cade technoalagy 
and a BOA Liquidatican Tracking System (BLT). The precurement 
precess at ASO can be clasely assaciated with ather 
activities such as Navy Regicnal Contracting Centers and 
Naval Supply Centers. The precess can be described as mastly 


non-autamated. Taking a teur threugh the BOA buying 





divisicm, ome would first nmoatice the enarmans number af 
fralders which correspond ta individual procurement requests 
(PRs). To assist the tracking «of the PRs thraugh the 
individual procurement phases, ASO has placed bar cede labels 
am the individual folders. A wand, Similar tea these fanmd at 
many department stares, 15 used ta read the bar cades as the 
FR travels threugh each precurement phase. 

The BLT system 1S designed as a Computerized milestcane 
manitaring system ta track the preagress af BOA related PRs 
greater than $25, 44a fram receipt until the final DD 3354 has 
been submitted. The BLT anput form comtains 14 different 
pricing action milestones. CRef. 14) 

NAVSUFPSYSCOM has intraduced the Praductive Unit 
Rescemurcing System (PURS) which shauld help ASO impreve in the 
area af Auman rescaurces. POURS cavers pracurement aperaticns, 
Senior aes aGMlLMmlStraclarm and contract pricing functians. 
Rasically, it prevides fer the establishment af laber casts 
per preductive unit. NAVSUPSYSCOM prevides standard manhaurs 
and praductive units assaciated with different pricing 
acticans. For example, placing an order under a BOA 15 given 
13 standard hours ar one preductive unit while establishing 
the BOA itself 1S worth £6 standard heaurs ar twa productive 
units. Pricar ta the start af each year, NAVSUFPSYSCOM 
mnegautiates rates with each procuring activity. Negetiaticans 
conmsider past performance and prajected workload. During 


performance, if ASO achieves a better rate, then it shares 
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with NAVSUFPSYSCOM in the savings. Same managers are 
comcerned that cyclic fluctuaticns may cause an unstable 
workforce where perseanmel will be hired and layed aff 
accarding ta the warklcad. Accordingly, they request that 
the pericds be arnmual or semiannual periads instead af 
quarterly ar manthly. In addition, the remeval af persanmnel 
ceilings as of 1 October 1986 will allow management greater 
Flexibility in designing the ideal workforce. Fear example, 
when a GS-13 transfers, managemerit can either hire a 
replacement GS-14 ear hire twa lower paid GS-7s. (CRef. 114] 
Secretary Fyatt’s requirement ta receive an adequate cast 
praposal priar ta issuing a UFO ain excess of $1 millicn 
should speed up the definitizatian process. Mary agree that 


this methad is preferred ta stopping pregress payments far 








canmtractars wha are delinquent in the submission of a cast 
proposal. 

Irn the area af excess profits, ASO cantends that 
cantracting afficers are negotiating profit commensurate with 
the risk involved. Im addition, Contract Review Hoard (CRE) 
precedures presently provide far the proper review of all 
cast elemerits. 

ASO is currently in the process af reviewing all existing 
UPOs through the use af the BLT system and decbligating funds 


if the abligated amaunt is determined tc be in excess. 
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Ee. MODEL OR THOUGHT FROCESS AVAILABLE TO ACCUISITION 
OFFICIALS IN THE MANAGMENT AND CONTROL OF UNFE'RICED ORDERS 


All anterviewees agreed that the use af UFOs shanld be 
internally managed by each service and not by Congress. Sane 
aeutsiders ta the precurement precess at ASO believe that UFOs 
carn be dene away with but as previously explained, there is 
met a Suitable camntracting methad available ta replace UFOs, 
in Same umique applicaticms. 

The mast feasible seluticnm offerred was ta allow the free 
and open use of UFOS with the only stipulation being that the 
definitizaticnm requirements be enfarced. In essence, this 
allews an activity te issue as many UFOs as it desires as 
long as the activity meets the definitization requirements. 
In pericds when the requirements are nat met, the activity 
must cease issuing UFOs until overaged UFOs are priced. A 
less stringent prapasal oaperates in the same basic fashion 
but allows for a small number af averaged UFOs. Mast 
interviewees agreed that Secretary FPyatt was correct in 
stressing the importance ef UFO pricing perfearmance as a Key 
Command indicator. (CRef. 14] 

As mernticmed previcusly, UFOs carnnat be managed ina 
VACLUUM. Hoth aebligations/inventery levels and competition 
must be ceonsidered. In meeting Secretary Flyatt’s required 
reducticanm im UPO backlog and competition goals, ASO uses the 


Folleawing mathematical ccomputaticans 





Year Long Obligation Goal 

less: Obligations ta Date 

Equals: FuUbpure 8bii gatiene 

Less: Frajected Military Interservice Froacurement 
Requests (MIFPRs) and Request far Contract 
Pracurements (RCFs) ta be sent autside ASO 


Add: Sroajected MIPRs/RCEs ta be received by ASO 
Equals: Halance ta Ga 
Add: Rase Award Amount (ceomsists of abligaticns ta date, 


less: MIFPRs/RCPs sent aut, and add: MIFRs/RCHs 
received) 
Equals: Tatal Prajected Competiticn Base ‘ CRef. 8) 

Then the tatal projected competition base is multiplied 
by the required ccompetiticn geal (44 percent for FY86) te 
determine the anount af funds which must be competitively 
cbligated for the remainder af the year. The actual 
competitive award dallars are then subtracted from this year 
leng amaunt ta determine the amount which must be 
competitively obligated in the remaining months. This amount 
would be subtracted fram the "Balance ta Ga" ta determine the 
amount af funds that can be sbligated in a non-competitive 
manner. These amounts can either be obligated ina 
praspectively priced ar retrospectively priced fashicn. 

At this point ASO then determines the amount af Funds 
which car be obligated by UFOs and still meet the required 
reduction in backlog gecals. First, the end af the year goal 
must be determined. This was determined by reducing the 
backlog level experienced during prior fiscal year 1985 by 31 


percerit. This is the amount which ASO must moat exceed by 

















the end af fiscal year 1986. The follewing camputatiaons are 
ther made: 


Reginming UFO Halance 


Add: UFO Issued to Date 

Less: Definitizaticns ta Date 

Equals: Crurrent UFO Halarce 

less: Projected Definitizations 

Equals: Ending UFO Halance Without Issues 

less: End af the Year Goal 

Equals: Funds Available that can be Obligated by UFO 


[Ref. 8] 

The "Funds Available that can be Obligated by UFO" can 
mow be subtracted fram the previcusly camputed funds that can 
be obligated in a non-competitive marner ta determine the 
amaunt af funds that can be non-ccompetitively abligated but 
in a prospectively priced fashicm. 

It is clearly evident that the precurement manager 1s 
faced with a myriad of requirements which are interrelated. 

The suggestian of an additional method af caontral seems 
tc be a very effective measure. It was recommended that far 
UFOs less than $1 million, pragress payments can be better 
used ta mativate contractors ta submit adequate price 
proposals in a timely fashicm. The BOA cemld be madified tea 
reflect the stipulation that for non-emergernt requirements 
under $1 millicn, the camtractar would be allowed tc obligate 
funds and receive ccompensatiaon threugh the Pragress Payments 
Clause far anly lang leadtime material. After the geverrnment 
receives an adequate price prepaosal, the contractor would 


then be allawed ta obligate funds and seek reimbursement far 





expenses ather than lang leadtime material. Emergerit 
requirements wauld mat be affected by this clause. Lips 
recaommendatian would allew the abligatian af funds by the 
government and mativate the cemtractar ta submit proposals in 
a timely fashicn. Overall, the use ef the UFO will sherten 
the ALT precess and this requirement will reduce the 


definitizaticon period. (CRef. Si] 
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IV. CONCLUSTIONS/RECOMMENDATIONS 


The researcher attempted ta answer the fallcawing primary 
research questicn: What are the principle preblems in the 
establishment and management af UPOs under HOAs and haw might 
these problems be resalved? 

Analysis of the data abtained strengly indicates that 
several prablems exist. 

UPOs as a rule are net being definitized within the 
timeframes required by the FAR. There are twa majcarm reasons 
for the late definitizatiaon af UFOs. The lengest standing 
reasan is the inadequacy of beth Human and ADF resmaurces 
pravided te the preacurement manager. HOAS were criginally 
pravided ta the precurement manager in an attempt ta lessen 
scome af the administrative burden which precluded the 
effective and efficient acquisition af defense material. The 
second and mast recent reascan was the enactment af the CICA 
ef 1984. This act was the catalyst far an increased use af 
campetitian. Fach activity has been tasked with meeting 
directed campetitian gaals. These geals have been described 
as beirg very aptimistic. The increased use af campetitican 
and the definitizatian of the cveraged backlog requires 
additicmal rescurces. The use af UPOs has enabled 
precurement managers ta meet aggressive competiticn grails 
while at the same time meeting abligatian rates and 
Maintaining required inverntery levels. 
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UCAS have gained increased Ceangressicnal and public 
interest due tae the general nature af the items procured. 

The averpricing of same spare/repair parts has focused 
attention ta all asscciated areas including the methad af 
CUTICh AGC Irie 

Ir part, Congressicnal awareness has been the cause far 
same af the solutions ta the UPO preblems. In part 1citl ae 
each service has previded testimany ta Congress stating their 
respective plans ta reduce the level af backlog. secretary 
Fyatt has intreduced numerous actions which sheuld alleviate 
the backlog prablem. The increased awareness up and dawn the 
chain «cf command will impreve the UFO process. Mast 
important is the required UFO backlog reductican geals and the 
requirement ta receive adequate price proposals pricr ta the 
issuance of a UFO in excess af $1 millicn. 

In the area of personnel rescurces, the acquisitican 
manager should receive assistance through the introduction af 
FURS. 

It is strongly felt that the Navy can correct any 
existing UPO preblems withcout Cengressicnal reform. 
Represeritative Wyden’s bill as intraduced is considered tec be 
very restrictive and unnecessary. The bill, which will 
ultimately reduce the level of UCA activity tc 3S percent of 
the funds available fear obligation, may Cause greater 


potential pricing problems. The inability far contracting 
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Managers ta use UPOs dees nat necessarily mean that the 
government will receive a better ceomtract price. Canuati ac cars 
may have a negotiation advantage if the government is 
required ta prospectively price all oarders and meet emergent 
requirements. 

Ta a certain degree, any required caompetitian gqraals will 
caomtral the level af UPO activity. The Navy’s self-imposed 
UFO backleag reducticm goals will bring the backlog down ta a 
manageable level. The best methad af camtral 1s tea 
deceritralize the decisicn-making authority dawn ta the 
acquisition manager and enfarce the FAR definitizaticn 
requirements by making definitizaticnm perfarmance a key 


Command iandicatear. 





Ir Summary, the ability tea cheese the level af UFO 
activity should be left ta the acquisition manager as lang as 
the definitizaticaon requirements are met. The mathematical 
model affered by ASO should be combined with the follcwing 
recammendatian By LCDR R.W. Smith and the requirement 
established by Secretary FPyatt: 

i Fear nom-emergent UFOs under $1 millicem, require that 
contractars expend funds for omly long leadtime 
material until the submissicn af an adequate price 
proapasal. The BOA wanld be madified ta reflect this 


requirement and the Progress Payments clause would 
serve as a Comtrol mechanism. 


fit 


Require the submissian af an adequate price preapasal 
priarm ta the issuance af a UFO greater thar $1 millicmn. 


An area of further research would be the study ar the 


ccompariscom between the prespective and restraspective pricing 
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af spares. Of interest weonld be the determination af which 
methad would lead ta the fairest and mast reascnable price tx 
beth the cantractor and the gaverrment in the pricing of 


spare parts. 
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APPENDIX (Ad 


DEF INT TIONS/ABBREVIATIONS 


BASIC ORDERING AGREEMENTS (BOAS) - A contractual decument 
which allows for the purchase of supplies. Individual arders 
may be placed against the ROA which cenmtains the apprapriate 


terms and canmditicans. 


CEILING PRICE —- Applicable ta undefinitized ceantract acticns 
which are retraspectively priced. The ceiling price is an 
amount which limits the gaverrnment’s liability. The ceiling 
price may alsa be cemsidered a rnot ta exceed amaunt normally 
based com either a geverrnment estimate ar the ceantractar’s 


estimate. 


FEDERAL ACQUISITION REGULATION (FAR) - A cadificatiaon af 
federal acquisiticnm regulations geverning beth DeD and 


naom—-DaD activities. 


UNDEFINITIZED CONTRACT ACTIONS (UCAS) - A family of 
unpriced/ceiling priced actions which include letter 
camtracts, unpriced orders under ROAS, engineering change 


praopcasals. 


UNFPRICED PURCHASE ORDERS (UFOs) - Unpriced/ceiling priced 


erders under Rasic Ordering Agreements. 





APPENDE (ED 


OCT 22 


Subj: UNDEFINITIZED CONTRACTUAL ACTIONS 
Encl: (1) DRAFT POLICY ON UDEFINITIZ=&D CONTRACTUAL ACTIONS 


The Navy has a significant and erowing backleg o. undelinitisced 
and contractual actions, An fucreesing percentage of the auctions 
are not being priced in a timely manner. These actiens inciude 
ceiling priced orders, letter ,contracts, change otd2rsa and lung 
lead amendments. The ceiling’ priced orders have the.fewest cortrols 
and the highest rate of growth. , 


Enclosure (1) is being proposed us a policy cirective of tae 
fasue. Your comments are requested. by 29-Ocrober 1955. The COAS 
POC is Cape W. R. Morris, SC, USN,. (X23329). 7 


~ 


©. G. CAMDACK 
Director for Contracts 
‘and Business Management 


Distribution: 
COMNAVSEASYSGOM 
COMNAVAIRS YSCOM 
COMNAVSPAWARS YSCOHM 
COMNAVSUPSYSCOM 


bee to: 

ONAS 02 

ONAS 023 (File) 
ONAS 023 (Circ) 
ONAS File 


WRITER: CAPT MORRIS 023 


TYPIST: W. CLIMENHAGA, 22 Oct 1985 
DOCUMENT TITLE: UNDEFINITIZED CONTRACTUAL ACT 


6 





AEMORANDUM FOR DISTRIBUTION 
Subj: UNDEFINITIZED CONTRACTUAL ACTIONS 


Current data indicates the Navy has backlog of 11,762 
unpriced actions valued in excess of 9.5 billion dollars. Over 
50Z of the dollars are overaged, in excess of 5 months old. Both 
the size and age of the backlog are of concern. Navy policy is 
to price in advance whenever possible. The continuing growth of 
both the backlog of unpriced actions and their age supports the 
need for additional management emphasis. 


Effective immediately, I am directing the following actions: 


1. Systems Commands and Inventory Control Points are to 
reduce the number and dollar value of unpriced/ceiling priced 
orders issued in FY-86 by 25% compared to FY-85. 


2. Contractor proposals are to be requested and determined 
sufficient for negotiations prior to issuing any unpriced/ceiling 
priced order projected in excess of $l million dollars. Orders 
are not to be severed to avoid this requirement. Exceptions must 
be documented and approved by the head of the contracting 
activity (HCA). : 


3. Provisions for the withholding of progress payments where 
contractor proposals are delinquent should be negotiated in new 
contracts, BOAs and orders where possible. 


4. The use of statistical pricing techniques is authorized - 
for spare parts, excluding tools, accommodation equipment and 
items considered by contracting officers to be most susceptible to 
overpricing. : : 


5. The backlog and age of undefinitized contractual actions 
should be considered a Command key indicator, placing management 
emphasis and visibility on the problem. | 


6. Profit rates negotiated in the definitization of unpriced 
orders must reflect the risk or lack of risk associated with the 
manufacturing process at the time the order is being priced. 


7. Unpriced/ceiling priced orders are not to be used for 
a or in any case where the requirement is not clearly 
efined. . 


8. Subsequent to their issue, additional requirements shall 
not be added to existing orders. 


4’) 





APPENDIX (C) 


DEPARTMENT OF THE NAVY 


AVIATION SUPPLY OFFICE 
700 ROBBINS AVENUE 
PHILADELPHIA, PA. 19111 IN REPLY REFER TO 


PG-A: JRB 
4200 


15 OCT 1985 





From: Commanding Officer, Navy Aviation Supply Office © 
Tox Commander, Naval Supply Systems Command (SUP 02) 


Subj: INPUT FOR DISCUSSION WITH ASN(S&L) RE UNDEFINITIZED BOA ORDERS 


1. Background. Basic Ordering Agreements (BOA) ard ceiling 
priced/monetary limitation orders thereunder have been used by ASO as an . 
effective admirtistrative tool to promptly place on order requirements 
for aviation spare parts and repair of repairables. The use of this 
tool allows ASO to maximize material readiness and minimize inventory 
investment by reducing procurement administrative lead times. Final 
pricing of orders is effected after careful review of DCAA/ACO audits, 
detailed analysis of relevant facts, and detailed negotiations with the 
contractor. This process permits the Contracting Officer to make a 
reasoned determination as to the faimess and reasonableness of the 
price and to assure that prices paid reflect the intrinsic value of an 
item. 


2. The Problem. There is a perception that BOA orders do not provide 
.adequate control of costs and result in mismanagement of appropriated 
funds. This perception stems from what is perceived to be excessive 
time to definitize orders resulting in transfer of cost-risk to the 
government and loss of available funds. Audits have focused attention 
on delays in.the definitization process citing large backlogs, 
apparently high profits relative to diminished risk and loss of 
obligation authority. 


3. The Situation at ASO. For the quarter ending 30 June 1985, ASO 
reported a total of 4190 orders at an amount of $2,188,272,000. Of this 
total, 860 (20.5%) orders for $956,536,000 (43.7%) were over 180 days. 
Due to the high volume and dollar value of procurements at ASO in FY 85 
(nearly double the dollar value of FY 84), the mumbers reported (though 
the percentage may be smaller) will increase for the period ending 30 
September 1985. Aside from whether 180 days is the right criteria for 
determining overage, (ASO considers that it is not), aggressive action 
must be taken’to reduce the backlog of undefinitized orders and reduce 
reliance on such orders. 


4. ASO Action. 

a. Stratify the backlog. Action is in process to develop a further 
breakdown and update>of the present backlog by contractor and by 
administrative phase of definitization (i.e. awaiting proposal, awaiting 
audit, etc.). Completion is targeted for 18 October 1985. 


b. Increase delegation. Action is in process to identify those 
additional definitization actions that, based on a careful review of 
relevant factors, should be delegated to the appropriate ACO for pricing. 
Completion is targeted for 18 October 1985. 
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PG-A: JRB 
Le 


Subj: INPUT FOR DISCUSSION WITH ASN(S&L) RE UNDEFINITIZED BOA ORDERS 

c. Correspond with senior contract officials. Based on the 
analysis of the backlog (para. 4a.), prepare written correspondence from 
Director of Purchasing, ‘ASO to appropriate contractor executives 
identifying problem areas and requesting appropriate action. This is to 
supplement previous correspondence and to present it to a higher level 
of contractor management. ‘Such letters will focus on late submittal of 
proposals, inadequate support of proposals, delays in negotiation, etc. 
Completion is targeted for 31 October 1985. 


d. Direct Discussion by PG-A. Those firms identified in 4a as 
having the largest volume in backlog of actions and dollars in 
undefinitized orders, with emphasis on present and historical overage 
comdition, will be visited directly by PG-A or invited to attend such a 
meeting at ASO to obtain top level contractor commitment to eliminating 
the backlog of overaged orders. This is a follow-on to an existing 
program of contractor visitations. Commence follow-on discussions by 
1 November 1985. 


e. Use of Tiger Team. ASO intends to utilize negotiation teams 
composed of contracting officers, contract specialists, pricing analysts 
(ACO) and financial analysts (DCAA) as necessary at selected contractor 
locations to rapidly negotiate workable unpriced orders with those. 
contractors identified in 4a and as discussed in 4d. Commence 
negotiation at selected contractors by 15 November 1985. 


f. Recommendations for Expedited Business Clearances. ASO will 
request NAVSUP and ONAS assistance in expediting and consolidating 
business clearances for actions associated with reducing the 
undefinitized order backlog. Submit specific request to NAVSUP/ONAS by 
31 October 1985. 


g. Expand use of Forward-Priced Rate Agreements (FPRA). FPRA 
expedite the defintization process. Hold discussions with ACO/DCAA at 
those locations where a current FPRA does not exist and assist as 
necessary in effecting such an agreement. Also, where applicable, 
pursue negotiated Article Price Lists as a means to expedite toward 
pricing of routinely procured items. Commenee discussions with ACO/DCAA 
by 1 November 1985. 


h. Reduce reliance on Unpriced Orders. Conduct a. review in 
conjunction with the requirements determination division (WM) to 
identify those orders which do not require expedited ordering action ard 
thus can be pre-priced. It is recognized that many valid reasons exist 
to continue use of the unpriced order as a contracting tool. Some of 
these are listed as follows: 
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4200 


Subj: INPUT FOR DISCUSSION WITH ASN(S&L) RE UNDEFINITIZED BOA ORDERS 
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.1) Improved readiness. Requirements are placed on order ard in 
production/repair much faster than is possible with other contractual 
instruments with resultant earlier delivery to the Fleet. 

2) Minimize inventory investment. PIPELINE is minimized with 
resultant positive impact on budgeting/funding. 

- 3) SAIP (Spares Acquisition Integrated with Production) savings 
are achieved. The window of opportunity for placing orders concurrent 
with production-generally cannot be met without the use of undefinitized 
orders. | 

4) Improved responsiveness. Urgent requirements generally 





necessitate use of undefinitized order to authorize immediate contractor 


action. 





APPENDIX (D) 


DEPARTMENT OF THE NAVY 
OrriCe OF THE ASSISTANT SECRETARY 
(SHIPBUILDING AND LOGISTICS) 
WASHINGTON, OC 20360-8000 





OY 04 1985 


MEMORANDUM FOR DISTRIBUTION 
SubJ: UNDEFINITIZED CONTRACTUAL ACTIONS 


Ref: Ca) FAR 16.703 
Cb) DOD FAR Supplement 16.703 
Cc) Navy AcquIisIition Regulation Supplement 43.204 


References Ca) through (c) establish pollcy that orders for 
supplies, equipment and services should be fully definitized 
prior to Issuance. Recent aud/it reports and reviews -Identify 
deficilencles that should serve to reemphasize the Importance of 
pricing spare parts [In advance. The primary reasons for Issuing 
undefinitized contracts and orders have [ncluded fleet urgency, 
malntenance of obligatIon plans and achieving program schedules. 
From a business standpoint, undefinitized contractual actlons do 
not provide the necessary Incentives to achleve cost control. FY 
1985 data Indicates that the Navy has a backlog of 12,338 
undefinitized actions valued at 11.2 billfon dollars. The 
continuing growth of the backlog of undefinit!Ized actlons and 
thelr age demands aggressive action and the need for additlonal 
management attention. 


Effective Immediately, -I am directing the following actlIons 
to reverse the negative trends on undefinitized actions Including 
letter contracts, undefinitized change orders and unpriced/celling 
priced orders: 


- Systems Commands and Inventory Control Pofnts are to reduce 
the number of undefinitized actions Issued In FY 86 by 20% 
and the outstanding dollar value by 30% compared to end of. 

FY 85 numbers. 

- Existing undefinitized actions should be reviewed to deobligate 
excess funds. 

- Contractor proposals are to be requested and determined 
suffilclent for negotiations prior to fissulfng any 
unpriced/celling priced order projected In excess of $1 
mtllion dollars. Orders are not to be severed to avoid this 
requlrement. Exceptlons must be documented and approved at 
the Flag/SES level. 

- A requirement for contractors to propose and segregate costs 
by order must be [Included In each [Instrument or unpriced/ 
celling priced order. 

- Provistons for the withholding of progress payments should 
be negotiated on new contracts, basic ordering agreements and 
orders where a history of delinquent proposal submissions 
exist. 


ok 


- Additional requirements shall not be added to orders which 
have been placed. 

- Unpriced/cej{ling priced orders are not to be used for 
contractor support services or In any case-where the 
requirement Is not clearly defined. 

- The backlog and age of undefinitIized contractual actlons 
should be considered a command key Indicator, placing routine 
management emphasIs on the Issue. 

- Profit rates negotlated In the definitIizatlion process must 
reflect the risk or lack of risk assoclated with the 
production status at the time of definitizatlion. 


It Is Important that we reaffirm our pollcy to price In 
advance. Advance planning °should eliminate the need In many 
cases to Issue undefinitIized contractual actions. Your 
aggressive action and full support are essential If we are to 
malntaIn the abII ity to selectivety use undefinitIized 
contractual Instruments under appropriate conditions. 


APPENDIX (E) 


DEPARTMENT OF THE NAVY 
OFFICE OF THE ASSISTANT SECRETARY 
(SHIPBUILOING ANO LOGISTICS) 
WASHINGTON. DC 20360-8000 
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MEMORANDUM FOR DISTRIBUTION 
Subj: PROGRESS PAYMENTS UNDER UNDEFINITIZED CONTRACTUAL ACTIONS 


Pe, da memorandum provides additional guidance to my memorand 
a acme neck. that undefinitIized contractual = 
act not provide the ne 

= iiliem cessary IncentIives to achleve cost 


Our revlew of causes of back] 
ae wee ¢sliuce Indicates See: cee ca the 

mis fallure of contractors t 
In accordance with thetimeframes eh te poncren ec, 
dellnquencles go to the heart of the ability of the Berne —" 
achleve timely contract definitization. The fallure to i. s he 
materlal] requirement of the contract occurs partially ee .. this 
Government funds the performance via the use of progress oe ali 
The contractor reduces his risk by taking longer to defi a 
contract, while contIinulng to perform work. aa 


When the contractor Is delin 
quent [In submitt! 
proposals, you should withhold progress payments. mee zat ton 


APPENDIX (F) 


WPC2-20:TW 


18 DEC 1985 
OP POLICY AND PROCEDURE MEMO# 110 


From: OP 


Subj: ESTABLISHMENT OF A MINIMUM PROCUREMENT ADMINISTRATIVE 
LEADTIME FLOOR 


Ref: (a) ASN Memo, Subj: Undefinitized Contractual Actions dtd 4 Nov 85 
(b) WM-A Memo, WM-l1l:JLW dtd 9 Dec 1985 


1. Reference (a) directs a 20% reduction in unpriced BOA (Basic 
Ordering Agreement) actions and a 30% reduction in the dollar value of 
unpriced orders by 30 September 1986. This is the first step by SECNAV 
to enforce firm fixed prices prior to the award of spares orders and 
other contracts. Since 70% of ASO's obligations have historically 
consisted of unpriced orders, compliance with the firm fixed price 
policy will extend administrative leadtimes a minimum of 90 days and as 
much as 270 days for every sole source buy (60% of our dollars in FY86). 


2. As a consequence of the expected ALT (Administrative Leadtime) 
extension, a mechanized browse was performed in conjunction with 
December's quarterly levels to ensure a minimum ALT of 3 quarters for al] 
items in the MDF. This was accomplished by setting the procurement 
leadtime DEN BO11A, equal to the production leadtime, DE! 8010, plus 3 
quarters for all items having less than a 3 quarter difference. Items 
having ALTs greater than 3 quarters (procurement leadtime larger than 
production leadtime plus 3 quarters) were bypassed. 


3. Item managers performing manual leadtime maintenance are to ensure 

that a minimum of 3 quarters ALT is reflected. A larger ALT may be 

assigned when based upon actual experience. Reference (b) previously 

directed this change. 3 
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OPERATIONS POLICY AND PROCEDURE MEMO #145 
Sdog APPROVAL LEVeio FOR ESSYUANCE OF UNPRECED ORDERS 


Ref: (a) PG Unpriced Order Update Briefing of 7 Apr 1986 
(b) WM-A Memo WM-1L1:JLW dtd 4 February 1986 
(c) WM-A Memo WM-LL:JLW dtd 25 March 1986 


1. Reference (a), provided an executive briefing on the progress of making 
our Unpriced Order (UPO) goal of $1.9 billion in undefinitized (unpriced) 
orders. Based on PG's definitization target of $1.8 billion to $2.1 billion 
we have a forecasted $300 million to $677 million UPO limitation for the 
remainder of this fiscal year. This value is in contrast with the estimated 
$1.4 billion of requirements awards by PG between 1 April and 30 September 
1986 to meet minimum fleet readiness requirements. Conversely, this equates 
to issuing Firm Fixed Priced (FFP) contracts totalling $700 million to $1.1 
billion. In order to ensure all three execution goals are met (i.e., $1.9 
billion 30 September 1986 UPO balance, 40% Competitive awards, $3.6 billion 
requirements execution awards) intensified management is required at all 
levels. Accordingly, progress toward each goal will continue to be 

reported at the weekly Requirements Execution Board (REB) and the following 
morning's Executive Board Meeting. 


2. WM shall prioritize the unawarded BOA PRs as follows: 


a. FY86 ROR orders. 


b. PRs greater than $100K with a projected stock-out or site stand-up 
within 12 months (CO UPO approval required over $l Million, WM approval 
required less that $1 Million). 


c. PRs greater than $100K with a projected stock-out or site stand-up 
within 18 months (approval same as 2.b.above). 


d. Emergency PRs between $25K and $100K as occurring and approved by 
WMA. 


e. PRs not included above. 


3. WM shall take action to code the DSF to indicate those PRs which have 
been approved for release as UPO. The total value of categories a through 
d above shall not exceed $300 million without approval of the REB. 





Diamond 5 ch ‘Year of 
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Subj: PROCESSING OF UNPRICED ORDERS 
4. WP shall control the remaining $200 million UPO balance as follows: 


a. GFE BOA UPO required to meet production schedules (OP approval 
required up to $1 million, CO approval over $1 million) using similar 
procedures established by reference (b) and (c). 


b. Urgent FMS and PTD BOA UPO with OP approval up to $1 million and @@ 
approval over $1 million. WS shall forward requirements via WP-0Ol using 
similar procedures established by reference (b) and (c). 


5. PG has agreed to: 


a. Report the value of undefinitized orders remaining at the end of 
each month. 


b. Release UPO up to $100 million less than the amount of definiti- 
zations each month between 1 April and 31 August 1986 based on the 
target definitizations by month (column (b)). PG will control the 
issuance as follows: 


(a) (b) (c) (d) 
Beginning 1 Apr to 30 Sep Planned Projected 
UPO Target UPO UPO EOM 
Balance Definitization Issues Balance 
Apmis $2.6B $200M $ 100M $2.58 
May $2.5B $200M $ 100M $2.43 
June $2.4B $ 200M £100M $2.3B 
July $2.35 $ 200M $ 100M $2.2B 
August $2.2B $200M $ 100M $2.1B 
September $2.1B $200M -O- $1.9B 
Total $1,200M $ 500M 


6. The above targets include all orders placed by PG since 1 April 
regardless of the month reported in the financial records. 





APPENDIX (H) 


99TH CONGRESS 
som HR. 4461 


To amend title 10, Umited States Code, to impose limitations on the obligation 
and expenditure of funds and the making of progress payments by the 
Department of Defense with respect to so-called undefinitized contractual 
actions. 


IN THE HOUSE OF REPRESENTATIVES 


MaRrcH 20, 1986 


Mr. WyYpDEN (for himself, Mr. Bryant, Mr. Srxorsxk1, and Mrs. Boxer) intro- 
duced the following bill; which was referred to the Committee on Armed 
Services 


A BILL 


To amend title 10, United States Code, to impose limitations on 
the obligation and expenditure of funds and the making of 
progress payments by the Department of Defense with 
respect to so-called undefinitized contractual actions. 

1 Be it enacted by the Senate and House of Representa- 


tives of the United States of America in Congress assembled, 


That this Act may be cited as The Unpriced Military Con- 


me OC bd 


tracts Reduction Act of 1986. 
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SECTION 1. LIMITATION ON USE OF FUNDS BY THE DEPART- 


MENT OF DEFENSE FOR UNDEFINITIZED CON- 
TRACTUAL ACTIONS. 

(a) In GENERAL.—For fiscal years 1987, 1988, and 
1989, the total amount of funds appropriated or otherwise 
made available to the Department of Defense that is obligat- 
ed or expended by the Secretary of Defense and the Secre- 
taries of the military departments with respect to undefini- 
tized contractual actions may not exceed— 

(1) with respect to fiscal year 1987, 10 percent of 
the amount of funds appropriated or otherwise made 
available to the Department of Defense for procure- 
ment for that fiscal year; and 

(2) with respect to each of fiscal years 1988 and 
1989, 5 percent of the amount of funds appropriated or 
otherwise made available to that Department for pro- 
curement for that fiscal year. 

(bo) DeFInITION.—In this section ‘‘undefinitized con- 
tractual action’ has the meaning given such term in section 
2325(c) of title 10, United States Code (as added by section 
2(a)(1)). 

SEC. 2. RESTRICTIONS ON UNDEFINITIZED CONTRACTUAL AC- 
TIONS OF THE DEPARTMENT OF DEFENSE. 

(a) IN GENERAL.—(1) Chapter 137 of title 10, United 

States Code, ig amended by adding at the end thereof the 


following new section: 
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“§ 2325. Undefinitized contractual actions: restrictions 

“(a) The head of an agency may not enter into an unde- 
finitized contractual action unless the contracting officer for 
the contract justifies the use of such an action in a certificate 
of urgency. The certificate of urgency shall be included in the 
file on the contract and shall include the following: 

‘“(1) The date on which performance under the 
contractual action is required to be completed. 

(2) An estimate of the damage that will be in- 
curred by the United States if the performance is not 
completed on or before that date. 

(3) The date on which the need for such per- 
formance was first apparent. 

(4) If, after the need for such performance was 
first apparent, there was sufficient time for such per- 
formance to be acquired through contracting proce- 
dures other than the use of an undefinitized contractual 
action, a detailed explanation of the reasons for delay 
in initiating the acquisition through those contracting 
procedures. 

(5) If, after the need for such performance was 
first apparent, there was insufficient time for such per- 
formance to be acquired through contracting proce- 
dures other than the use of an undefinitized contractual 
action, a detailed description of the circumstances lead- 


ing to the problem of insufficient time and of actions 
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that will be taken by the head of the agency to avoid 

the repetition of such a problem. 

‘“(b) The head of an agency may not make any payment 
for work in progress with respect to an undefinitized contrac- 
tual action on or after the earlier of— 

“(1) the date on which 40 percent of the perform- 
ance required under the contractual action is complete; 
or 

(2) the end of the 180-day period beginning on 
the date that performance is begun under the contrac- 
tual action. | 
‘‘(c) In this section, ‘undefinitized contractual action’ 1s 

a contractual action entered into by the Secretary of Defense 
or a Secretary of a military department for which the con- 
tractual terms, specifications, or price are not definite before 
performance is begun under the contractual action. Such 
term includes the following: 

‘‘(1) Letter contracts or orders. 

‘“(2) Provisioned item orders. 

‘(3) Change orders or contract modifications. 

‘‘(4) Purchase orders. 

(5) Basic ordering agreements. 

‘‘(6) Time and material contracts. 


‘“(7) Labor-hour contracts.’’. 
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(2) The table of sections at the beginning of such chap- 
ter is amended by adding at the end thereof the following 


new item: 


“9395, Undefinitized contractual actions: restrictions.” 

(b) EFFECTIVE DatTEs.—(1) Subsection (a) of section 
2325 of title 10, United States Code (as added by subsection 
(a)(1)), applies to undefinitized contractual actions that are 
entered into after the date of the enactment of this Act. 

(2) Subsection (b) of such section does not apply to un- 
definitized contractual actions— 

(A) that are entered into before the date of the 
enactment of this Act; and 

(B) under which performance is more than 40 per- 
cent complete on such date. 

(c) TRANSITION PROVISIONS.—With respect to an un- 
definitized contractual action described in subsection (b)(2), 
the head of an agency may not— 

(1) make any payment for work in progress alter 
such date; or 
(2) negotiate a final price for such action that 
allows a profit for such action of more than 5 percent 
of the final price. 
O 
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Interview between Jascan QO. Hirsh, Supervisery Pracurement 
Analyst, Naval Supply Systems Command Headquarters, 
Washingtan, DC, and the auther, = September 1986. 


Naval Audit Service Nertheast Regicn, Audit Report, 


Urdefinitized Orders (Se¥sws), 16 December 198s. 


Office af the Assistant Secretary of the Navy 
(Shipbuilding and Lagistics) Memcarandum far Distribution, 


Subject: Pragress Fayments Under Undefinitized 
Cemtractual Actions, £€6 February 1986. 


Office of the Assistant Secretary af the Navy 
(Shipbuilding and Lagistics) Memeorandum for Distributicn, 
Subject: Undefirnitized Centractual Acticms, 14 August 
1986. 


Interviews between Raymond W. Smith, Lieutenant 
Commander, SC, USN, Naval FPestgraduate Schacl, Manterey, 
CA, and the author, 19 June and 11 Octecber 1986. 


U.S., Cangress, House, Ccmmittee com Armed Services, 
Department of Defense use af Unpriced om "“Undefirnitized" 
Comtracts, Hearing befcre Members, Acquisiticn and 
Procurement Folicy FPanel, 99th Cong., 17 March 1986. 


Assistant Secretary af the Navy (Shipbuilding and 
Logistics), Statement Hefeore the Panel oan Acquisition and 
Procurement FPoalicy of the House Armed Services Committee 
er Undefinitized Cantractual Acticms, 18 March 1986. 





Interview between Jcaseph W. Kenney, Lieutenant Commander, 
SC, USN, Aviation Supply Office, Philadelphia, FIA, ard 
the author, 3-5 September 1986. 


Aviation Supply Office, Operations and Policy Divisicm 
Memorandum WPC2-2a:TW for Distribution, Subject: 
Establishment af a Minimum Procurement Administrative 
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